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The Court: I take it your position is that they 
were conditions precedent. [763] 

Mr. Siegel: If not essential conditions at that 
time, Your Honor, they were doing it to improve the 
deal, and in fact did so in negotiation with Mr. Dol¬ 
lar. And the understanding given by Mr. Houlihan 
to Mr. Dollar that there would be a subsidy, was on 
the understanding that the agreement, which he had 
reached with Mr. Dollar by April 22nd would in fact 
be agreed to by all parties along the line of the letter 
which is Plaintiffs’ Exhibit 87. 

By Mr. Siegel: 

Q. Now, Mr. Houlihan, I call your attention to 
paragraph 5 of Plaintiffs’ Exhibit 87, which reads 
as follows. I will omit the first two sentences thereof, 
and read the following: 

“The Dollar Wharf and Warehouse Company and 
Dollar Steamship Line (a California corporation) 
shall convert their indebtedness into capital stock of 
our corporation upon a basis satisfactory to the Com¬ 
mission.” 

The Court: That is a letter from Mr. Dollar to the 
Maritime Commission? 

Mr. Siegel: That is a proposed letter from Mr. 
Dollar to the Maritime Commission, handed by Mr. 
Houlihan to Mr. Dollar on or about April 22nd. 

By Mr. Siegel: 

Q. I will read that again, Mr. Houlihan: [764] 

“The Dollar Wharf and Warehouse Company and 
Dollar Steamship (a California corporation) shall 
convert their indebtedness into capital stock of our 
corporation upon a basis satisfactory to the Commis- 
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sion and within such reasonable time after the effec¬ 
tive date of the proposed subsidy agreement (but not 
later than 90 days from the date hereof) as the Com¬ 
mission may require. It is understood that the Com¬ 
mission, as pledgee of the stock of the Dollar Wharf 
and Warehouse, as well of the Anglo California Na¬ 
tional Bank as the other pledgee, will have to consent 
to this arrangement." 

And I will ask you, Mr. Houlihan, whether or not 
you had received assurance from Mr. Dollar on or 
about April 22nd that Dollar of California would 
agree to convert, as provided in paragraph 5 of the 
letter which is Plaintiffs’ Exhibit 87? A. I 
don’t remember. 

Q. You don’t remember? A. No. 

Q. Do you know whether or not Dollar of Cali¬ 
fornia ever did agree to convert the loan which it had 
made to Dollar of Delaware in January, 1938, to pre¬ 
ferred stock? A. No, I don’t. I might review 
some papers and refresh my memory, but at this 
moment I don’t know. [765] 

Q. And you cannot now testify, can you, that at 
that time you supposedly gave Mr. Dollar a state¬ 
ment that the Commission would grant it a subsidy 
in accordance with the terms you had agreed to with 
him, Mr. Dollar did then assure you that Dollar of 
California would make the conversion proposed in 
Paragraph 5? A. At this moment, no. I just 
cannot answer that I don’t remember. 

Q. In short, it is consistent with everything you 
have testified to that you gave this supposed assur¬ 
ance to Mr. Dollar, without ever having received any 
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assurance from him, either that the Anglo California 
Bank would place its amortization on an earning 
* basis or that Dollar of California would convert its 
loan to preferred stock? 

Mr. Harrison: We object to the question as call¬ 
ing for the conclusion sought to be drawn by the 
Court from the testimony of the witness. 

The Court: He said he knows nothing about that 
arrangement 

Mr. Siegel: That he knows nothing about it? 

The Court: That is exactly what I understood 
him to say—that his memory might be refreshed 
about it, but he now knows nothing about it. 

Mr. Siegel: I am not asking him whether or not 
Dollar of California did ultimate agree to [766] 
the proposal, but as to whether or not the witness’ 
best recollection is that Mr. Dollar had given him as¬ 
surance that Dollar of California would do so. I am 
asking him his best recollection on that point. 

By Mr. Siegel: 

Q. And what is your best recollection on that 
point, Mr. Houlihan? A. Can I read this let¬ 
ter? My best recollection, on the terms of this letter 
here, is this: That I think I had assurances from Mr. 
Dollar on everything within his power, that he would 
be able to do it. There were some things he was not 
completely assured of, and one of them, as I recall, 
was that amortization thing. 

On this thing here— 

Q. You mean by that, paragraph 5 of the letter? 

A. No—paragraph 4. I mentioned that previ¬ 
ously. 
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Now, with respect to item number 5—and let me 
read this; I might be able to remember. 

Well, on item 5, it says in the last sentence: 

“It is understood that the Commission as pledgee 
of the stock of the Dollar Wharf and Warehouse, as 
well as the Anglo California National Bank as the 
other pledgee, will have to consent to this arrange¬ 
ment' ' 

I would gather from this letter that neither the 
bank nor the Maritime Commission had consented at 
the time this letter was drafted. [767] 

Q. Yet Mr. Dollar stated he had power to give 
the consent of Dollar of California? A. I don’t 
recall that, Mr. Siegel. I know that in a great many 
cases, in the negotiation— 

The Court: Well, you are predicating your answer 
now by way of analogy? 

The Witness: That is right. 

The Court: But as far as your recollection of this 
present situation is concerned, though, you have no 
recollection? 

The Witness: At the present moment, that is 
correct 

Mr. Siegel: Very well; we will not pursue that 
further, if that is the testimony of the witness. 

By Mr. Siegel: 

Q. Now, Mr. Houlihan, you have testified that on 
the basis of your study of the company’s operations, 
you were of the opinion that the company could oper¬ 
ate profitably. I take it you refer, Mr. Houlihan, to 
the income projections which are attached as ex¬ 
hibits to the so-called long report that was shown to 
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Mr. Dollar while you were in San Francisco. Is that 
correct? A. That is right. 

Mr. Siegel: If your Honor will excuse me, [768] 
there are so many exhibits attached to this, I have 
difficulty in picking out the exact one to which ref¬ 
erence is had, and I will find it in just a minute. 

By Mr. Siegel: 

Q. Now, Mr. Houlihan, the income projection to 
which you refer is the exhibit entitled “Dollar 
Steamship Lines, Incorporated, Limited, Summary 
Vessel Operating Statement for the Year Ended 
June 30,1939, ” is it not ? A. “ Summary Ves- 

sel Operating Statement”—yes. This is only part of 
the statement, of course. 

Q. There are two sheets with the same heading? 
Is that correct? A. That is right. 

Q. Now, those two documents relate in terms to 
the year ended June 30, 1939. Was this intended to 
relate only to a single year’s operation, or to any nor¬ 
mal year? A. It was supposed to relate to a 
normal year, under the then present conditions, the 
best we could judge them. 

Q. The best you could foresee? A. Yes. 
And the reason we picked the year ending June 30 
was that we knew, even with the required financing, 
it would take a couple of months in order to get the 
ships going. 

Q. But after they got going under fully opera¬ 
tion, with the ships repaired, this represented, as far 
as you could foresee, the reasonably projected [769] 
income for a normal year, and not merely for the 
year ended June 30,1939? A. That is correct. 
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Q. And now, Mr. Houlihan, in the preparation of 
these income estimates, did you give regard to the 
fact that there was then current hostilities in the 
Orient, between China and Japan, and the effect 
thereof on the income prospects of the Dollar Line? 

A. I don't recall that. 

Q. I will strike the question, and begin again: 

In your study of the operations of the Dollar Line, 
you determined, did you not, that the most profitable 
part of the Dollar services were the trans-Pacific 
services? Is that correct?—as compared with the 
round-the-world? Al. Yes, that is correct. 

Q. And in making an income projection for a 
normal year, as far as you could foresee, did you take 
into account the effect on the operations of the com¬ 
pany of the then current hostilities between Japan 
and China? 

The Court: Doesn’t the question answer itself, 
Mr. Siegel ? It wasn’t a normal year. 

Mr. Siegel: That is precisely what I wish to de¬ 
velop, Your Honor; but if Your Honor will permit 
me, it will take me only one or two questions, and I 
would like to establish it as of record. 

The Witness: Mr. Siegel, now this is from [770] 
memory: The figures we used for freight revenues 
were what we estimated would accrue to vessels that 
would sail during the months of March, on the then 
present situation. 

By Mr. Siegel: 

♦ * * * * 

I will show you first a memorandum of May 7, 
1938, document 21-8 of the stipulation, from Mr. 
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Hugh MacKenzie to Mr. Charles King, and I refer 
you to the statements appearing on this memoran¬ 
dum, as follows: 

“In connection with the estimates made in this of¬ 
fice for the representatives of the United States 
Maritime Commission, I would like to point out that 
before these estimates were made the representatives 
of the Commission insisted we give them figures 
based on, one, business conditions being normal; 
two, war in the Orient being terminated; and, three, 
ships calling at Shanghai,” and so forth. 

Now, does that serve to refresh your recollection, 
Mr. Houlihan, as to the assumption with respect to 
the cessation of the war in the Orient on which these 
income estimates were based? A. Unless [771] 
there is something to the contrary in that long report, 
I would say that it was our best forecast of what 
actual revenues would be, during the year ended 
June 30, 1939. 

Q. Based on the assumption that war in the 
Orient would be terminated— 

Mr. Harrison: I submit the document from which 
counsel is cross examining the witness is not a docu¬ 
ment of the witness, but was prepared long after the 
report was rendered. 

Mr. Siegel: I submitted it to the witness [772] 
solely for the purpose of refreshing his recollection. 

By Mr. Siegel: 

Q. I will ask you this first: Is it not a fact, Mr. 
Houlihan, that Mr. McKenzie and Mr. Buckley were 
called upon to prepare estimates of prospective pas¬ 
senger and freight, respectively, for you and Mr. 
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Wilcox ? A. That is right. I might say those 

figures were reviewed by Maritime Commission audi¬ 
tors, by Mr. Donald and Mr. Wilcox and myself. 

Q. And I now ask you whether the document I 
referred to, a memorandum of Mr. McKenzie of May 
7, 1938, serves to refresh your recollection as to the 
assumption on which that income estimate was based, 
in so far as it relates to passenger traffic revenue? 

Mr. Harrison: I will have to object to the ques¬ 
tion, Your Honor, as incompetent, irrelevant, and 
immaterial. The document is not the witness’ docu¬ 
ment, and was not prepared at the time the witness 
was rendering any report or making any investiga¬ 
tion. 

The Court: I understand that, and I also drew 
the inference from the question that what counsel 
was seeking to do was to refresh the witness’ recol¬ 
lection as to whether or not when the original report 
was prepared, that factor was taken into considera¬ 
tion. 

Mr. Siegel: That is precisely correct, Your [773] 
Honor. 

The Court: I don’t think it is too important, and 
I am leveling the same stricture against this ques¬ 
tion as against the question Mr. Harrison offered. 
We are getting off into de minimus. 

The Witness: In order to answer your question, I 
would like to look at that long form of report to see 
what we said there. I never saw this document until 
you showed it to me. 

Mr. Siegel: While the witness is looking at the 
document, Your Honor, may I make this state¬ 
ment?— 
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I will try to curtail the examination and be through 
with this witness in a very few minutes. With respect 
to the income statement, Your Honor, the point is 
this, the contention has been made, and it has been 
repeatedly asserted, that the transaction was uncon¬ 
scionable for the reason that there was an inadequacy 
of consideration. Prospective revenue is a measure 
of the value of stock; and only as it relates to that 
issue, namely, the adequacy of the consideration, or 
the inadequacy as pressed by the plaintiffs, am I 
seeking to develop this point. 

The Court: I can almost take judicial notice of 
the fact that at the time this survey was made, in 
1939, there were no prospects of a conclusive charac¬ 
ter that war in the Orient would be terminated, it 
having been going on from the time of the [774] 
Shanghai incident in 1931, between Japan and China. 

Mr. Siegel: Your Honor might very well do so, 
and I think correctly; but the persons who made 
these income estimates, Your Honor, did exactly the 
opposite. 

Mr. Harrison: I think counsel is characterizing 
it in a way that is hardly proper, Your Honor. 

The Court: Well, gentlemen, we are getting along 
very well. Let us not get off on tangents. 

By Mr. Siegel: 

Q. I think I can expedite your examination of 
that document, Mr. Houlihan, by stating to you, to 
which I think counsel will agree, by stating to you 
that the first report which you are now examining 
does not contain any statement as to the effect of the 
war in the Orient on the prospective income of the 
company. 
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A. This is what the report does say: 

“This estimate has been based upon the operations 
of the line along the same lines as they are presently 
being operated. In our opinion, the figures shown are 
conservative.” 

Unless there is something in this report that would 
indicate just exactly how we measured the expected 
revenue, I am afraid that what we would have to do 
is get hold of the working sheets so that we can find 
out what was done. 

Q. Mr. Houlihan, just one more question on [775] 
this point: 

The sum and substance of the matter is that the 
document I have shown you does not serve to refresh 
your recollection as to the assumption of the effect 
of the continuation of the war in the Orient? Is that 
correct? A. That is correct. 

Q. Now, Mr. Houlihan, I will show you a report 
signed by you, dated August 25, 1937, which is con¬ 
tained in Document 2-F-2, which is Plaintiffs’ Ex¬ 
hibit 27, and I call your attention to this statement: 

“Estimates of increased gross are offset by corre¬ 
spondingly increased expenses, net results being simi¬ 
lar to 1936. In view of the uncertain Oriental situa¬ 
tion, any es tima te at this time appears unreliable.” 

You signed the report containing that statement, 
did you not, Mr. Houlihan? A. Is this the so- 
called Lawrenee-Radner-Dunne report? 

Q. It is. A. Yes, sir; I signed that 

Q. And approved it? A. And approved it 

Q. Including the statement I just referred to? 

A. That is right But I would like to point out 
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to you this is dated August 25,1937, and this is April, 
1938. 

Q. And the war in the Orient was still continuing 
in 1938 ? A. Perhaps so; it was. But, on [776] 
the other hand, there had been a longer period of ex¬ 
perience. Just how we weighted that at this particu¬ 
lar moment I don’t know. 

Q. Mr. Houlihan, I show you a document iden¬ 
tified as Document 20-1, which is identified in the 
stipulation as a telegram from Mr. Donald to Mr. 
Houlihan, dated July 11, 1938, and which reads as 
follows: 

“Todays Telegram Of Donald Butterfield regard¬ 
ing Estimates Was Based Upon Termination Orien¬ 
tal War Activities Stop Detailed Review of Esti¬ 
mates Commenced Last Week Based Upon Continua¬ 
tion For Twelve Month Period of Existing Trans¬ 
pacific Freight Traffic Conditions Shows Following 
Major Changes From Original Est imat es.” 

And thereafter are set forth some reductions as 
indicated in the document, from the previous esti¬ 
mates. And I will ask you whether an examination 
of this document serves to refresh your recollection 
on the supposed effect of the continuation of the war 
in the Orient upon the prospective income of the 
company. A. Do you have the Donald Butter¬ 
field telegram which it refers to? 

Q. Yes (handing the telegram to the witness). 

A. Yes, I remember this telegram. 

Q. You do remember the telegram? [777] 

A. Yes, sir. I remember both of them. 

Q. . And, by that, you mean the telegram of Mr. 
Donald to you of July 11,1938, which is identified as 
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Document 20-1 of the stipulation ? A- Yes, sir. 

Q. Did you concur in the revised estimates set 
forth therein, Mr. Houlihan? A. No; I did 
not have a chance to ex amine them. 

Now, there was one thing our estimates did not 
take into consideration here, and to which Mr. Don¬ 
ald refers in his telegram, and that is this: We had 
in mind a revision of the present sailing schedule, so 
that the company would stop at Penang, and under 
that change of service the income would have been 
increased substantially. 

I think on this Dollar document, after taking that 
into consideration, and taking into consideration the 
effects of the war, he comes down to a figure of 
$ 1 , 200 , 000 . 

Q. You have referred to a proposed New York- 
Penang service, Mr. Houlihan? A. Yes. 

Q. It is a fact, is it not, in order to inaugurate 
the New York-Penang service, and to combine that 
with the trans-Pacific service, it would have been 
necessary for Dollar of Delaware to have available 
to it for use, from seven to eight ships of the [778] 
535 type? A. Well, now, let me say this, Mr. 
Siegel: After Mr. Wilcox and myself left San Fran¬ 
cisco, we left Mr. Donald behind to work on some 
sort of revised schedule stopping at Penang, and I 
think the one he worked on was one that did not 
involve going to New York, although I am not sure. 
But at any rate he sent me a telegram in which he 
stated what the earnings on such a route would be. 

Do you have that telegram? 

Q. I will produce it for you, Mr. Houlihan. 
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I show you a document which is identified in the 
stipulation as Document 20-3, and which is a tele¬ 
gram from Mr. Donald to Mr. Houlihan and Mr. 
Wilcox, of April 13,1938. And I call your attention 
to the following paragraph, which is the first para¬ 
graph of that telegram, as follows: 

“After Two Hour Meeting Yesterday With Seven 
Dollar People And Based Buckley MacKenzie Bush 
Figures Pro Forma Estimates 12 Ship Operation 
With Four 535s New York Penang and Return In¬ 
cluding Shanghai Westward Instead Kobe Show 
Net Profit Before Amortization For Year June 1938 
June 1939 of $1,650,000 or $425,000 More Than 12 
Ship Operation With Eight Ships Round World As 
Per Pro Forma In Your Hands. Total Additional 
Subsidy About $130,000 Per Annum. This Appears 
Best Combination Service Operations But Involves 
Obtaining Two Additional 535s. One Spare 535 [779] 
Also Desirable To Avoid Overtime Repairs.” 

And I ask you whether examination of that docu¬ 
ment serves to refresh your recollection as to the as¬ 
sumptions upon which the projected income estimate 
for the New York-Penang service was based? 

A. Yes, very definitely. 

Q. It does. In other words, seven to eight 535s? 
Is that correct ? A. Yes. I might say this, that 
in connection with our survey that we made in March 
of 1938, it was also our intention to also make a sur¬ 
vey of the American Mail Line, and we had an idea 
probably that eventually there might be a merger of 
the companies, or some sort of an exchange. And 
after we left, I did in fact instruct Donald and But- 
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terfield to proceed with the review of the American 
Mail Line situation. 

At the time we were in Frisco, we were thinking 
about various alternate routes, and we knew the 
American Mail Line had certain ships. I am not sure 
whether the American Mail Line had 535s or 502s. 

Q. At all events, the income estimate was based 
upon the use of the facilities not only of Dollar of 
Delaware, but the American Mail Line? Is that cor¬ 
rect? A. Or some other. 

Q. It would involve, in other words, the use [780] 
of assets not then owned by Dollar of Delaware? 

A. Yes, and, as a matter of fact, we did know that 
the Munson Line had four or five 535s tied up, as I 
remember, at that time. 

But just so that the record is clear, or my answer 
is clear, the estimated earnings shown in the so-called 
Houlihan-Wilcox report included only ships owned 
by Dollar of Delaware. 

Q. That is correct. But your estimate did not in¬ 
clude an estimate for the New York-Penang service? 

A. That is right. 

Q. Very well. That is all, Mr. Houl i han. 

Redirect Examination 

By Mr. Harrison: 

Q. Mr. Houlihan, I refer again to the exhibit 
which you discussed in your cross examination, being 
Plaintiffs’ Exhibit 87, a form letter addressed to 
the United States Maritime Commission which you 
stated, I believe, was delivered to Mr. Dollar on or 
about April 23rd, 1938. A. Yes, sir. 

Q. Mr. Dollar did not sign that letter while he was 
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in Washington, did he, Mr. Houlihan ? A. No. 
Wait a minute. As I recall, this letter was not to be 
signed until there was some meeting of the directors, 
or a stockholder’s meeting, to be held in San Fran¬ 
cisco some few days later. [781] 

Q. Asa matter of fact, did you, Mr. Houlihan, re¬ 
quest Mr. Dollar to arrange a directors’ meeting for 
Sunday the following week, for the purpose of au¬ 
thorizing action on this matter ? A. I don’t re¬ 

call, Mr. Harrison, whether or not I told Mr. Dollar 
to call that meeting; but if it wasn’t me, it was other 
people associated with me. It might have been han¬ 
dled by the Legal Division. 

Q. At any rate, there was nothing said by you or 
Mr. Dollar concerning compliance with that letter 
until authority had been obtained? A. That is 
right. 

Mr. Siegel: If Your Honor please, I would like 
the Court to instruct counsel, as to his own witness, 
that he should not be so led as to furnish the ans wer, 

The Court: That is very true. 

By Mr. Harrison: 

Q. You also testified, Mr. Houlihan, with refer¬ 
ence to a provision in the Wilcox-Houlihan report, 
which called for a loan of a million and a half dollars 
from the Reconstruction Finance Corporation to 
Dollar of Delaware ? Al. That is correct. 

Q. At this point I would like you to examine the 
document, Exhibit 90, being the minu tes of [782] 
April 21, 1938, and let me know if you have glanced 
at the contents. A. Yes. 

Q. I will ask you, after having refreshed your 
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recollection thereby, whether the Commission took 
any action with respect to increasing the loan to be 
obtained from the RFC, from a million to two million 
dollars? A. No. That was done by the RFC 
itself. Prior to this date, the RFC, I understood, 
approved the granting of a loan of a million and a 
half dollars. However, they put through another 
resolution some time later, probably on the 20th, but 
I am not sure about that. 

Q. The 20th of April, 1938? A Yes, about 
that date—increasing the loan by an additional $500,- 
000, making it $2,000,000. But we didn’t request that 
increase; the RFC thought it would be desirable. 

Q. After the Reconstruction Finance Corpora¬ 
tion by resolution increased the loan to $2,000,000, 
did the Maritime Commission act formally in the 
matter? A. Yes. As to that, I think Mr. Jones 
of the RFC sent Admiral Land a letter, stating what 
the RFC was prepared to do, and also stating the 
conditions on which they were prepared to do it. 
And there was a meeting at which the Commission 
agreed to accept the proposal and to tell Mr. Jones 
that the Maritime Commission was prepared to go 
along upon that basis. [783] 

Q. And also in the Wilcox-Houlihan report there 
was a reference, was there not, to obtaining funds 
from the RFC, secured by a second mortgage on the 
ships? A. I think there was a second mort¬ 
gage just on the Coolidge—not a second mortgage. 

Q. Now, subsequent thereto, and on April 21, did 
the Co mmis sion approve the action of the RFC that 
the new money should be a first lien and the old 
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money subordinated thereto? A. Yes. That is 
all clearly set forth in these two letters. 

Q. Mr. Houlihan, in connection with one of your 
answers—and I didn’t want to interrupt counsel— 
you made a remark to the effect that the revenue 
forecast was brought down there by the $2,100,000. 
Can you refer me to the document to which you re¬ 
ferred when you stated that?—to one of Mr. Donald’s 
or one of the later documents you received. 

Mr. Siegel: Will you repeat that, please? 

Mr. Harrison: I am looking for the document the 
witness referred to as to which he said that despite 
conditions then existing, they brought the revenue 
down. 

The Witness: That was a telegram from Donald 
to me. 

Mr. Siegel: That is the telegram which precedes 
Document 20-1. 

The Witness: That is not the one. It is [784] 
on a photostat. 

The Court: Now, gentlemen. I am going to sug¬ 
gest that the witness remain incommunicado for a 
moment. 

The Witness: All right, sir. 

By Mr. Harrison: 

Q. The point is, Mr. Houlihan, subsequent to 
your return to Washington, you had certain in¬ 
formation received from the West Coast, or your 
assistants? Is that correct? A. That is cor¬ 
rect. 

Q. Concerning matters of prospective revenue? 

A. That is right. 

Q. Now, the in formation upon which you predi- 
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cated the revenues forecast in the Wilcox-Houlihan 
report were based upon the Company’s then opera¬ 
tions? Is that correct? A. Yes. You see, after 
I left San Francisco, I kept in touch with Butter¬ 
field and with Donald so as to know how the pro¬ 
gress of these things were coming along. And I 
think that those two wires were sent to me because 
of a wire I sent to them and asked them to look 
again into the forecasted earnings. 

Mr. Siegel: Just for identification, you are re¬ 
ferring to the two telegrams previously referred 
to and which are identified as Documents 20-1 and 
20-2? Is that right? 

The Witness: Yes; I think you will find that 
was in response to a telegram or a letter of [785] 
mine of perhaps a day or two earlier. 

By Mr. Harrison: 

Q. Referring to both documents, 20-1 and 20-2, 
will you state whether the basis of the forecast 
contained in those wires was different from the 
information upon which you predicated the Wilcox- 
Houlihan report? A. I don’t know. I never 
did know. The reason I asked for this information 
was that the Commission was going to have a 
meeting to discuss some plan. And I felt we should 
have late information. And I remember going to 
the Commission and telling them about this infor¬ 
mation, and also suggesting that certain matters in 
connection with it should be referred to the staff 
experts for study. But they didn’t do such a thing. 
I never did anything with these things here, to 
the best of my knowledge, other than receive them 
and point them out to the Commission. 
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Q. Referring to those two wires, do they reflect 
a forecast more or less favorable to the Company 
than the forecast contained in the Wilcox-Houlihan 
report? A. Less favorably. 

Q. To what extent? A. I would have to 
study that. If I took it on the basis of face value, 

I would say a couple of a hundred thousand dol¬ 
lars. But, on the other hand, I would have to study 
it. [786] 

Q. That would be per year? A. Per year. 
But, on the other hand, before I could come to 
such a conclusion, I would have to know more about 
these factors. 

Q. All right. Mr. Houlihan, I will ask you whe¬ 
ther in the course of your service with the Mari¬ 
time Commission, you had occasion to participate 
in the preparation of an economic survey of the 
A merican Merchant Marine? A. I did. 

Q. Dated November 10, 1937? A. Yes, I 
helped to write or draft some sections of this thing. 

Q. That is Document— 

Mr. Lasky: It has been marked for identifica¬ 
tion as Plaintiffs’ Exhibit something. 

Mr. Harrison: Yes; it is Plaintiffs’ Exhibit 73. 

By Mr. Harrison: 

Q. Calling your attention, Mr. Houlihan, to page 
36 of that review, I will ask you if that correctly 
states the condition with respect to the obtaining . 
of private capital in the shipping business in 1937 
and 1938? 

Mr. Siegel: What part of page 36 are you re¬ 
ferring to, Mr. Harrison? All of it? 

Mr. Harrison: Yes. 
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The Court: The first paragraph? [787] 

Mr. Harrison: Yes, Your Honor. 

The Witness: What did you want to ask me 
about this? 

By Mr. Harrison: 

Q. I will ask you whether that correctly stated 
the conditions existing in 1937 and 1938, with re¬ 
spect to the obtaining of private capital in the 
shipping business? A. That was my opinion, 
and that was the opinion of several other people 
with the Commission. 

Mr. Siegel (to Mr. Harrison): You are referring 
not only to paragraph 1, but the whole of the page, 
down to “The replacement problem”? 

Mr. Harrison: Yes. 

Mr. Siegel: We will be glad to stipulate the facts. 
By Mr. Harrison: 

Q. As I understand it, Mr. Houlihan, the only 
plan approved by the United States Maritime Com¬ 
mission on April 5, 1938, was the Wilcox-Houlihan 
plan— 

Mr. Siegel: Objection, Your Honor. The minutes 
will show the action of the Commission, as the best 
evidence thereof. 

The Court: Yes, the minutes are the best evi¬ 
dence. 

Mr. Harrison: Very well, Your Honor. I have no 
further questions. 

Recross-Examination 
By Mr. Siegel: [788] 

Q. You testified, Mr. Houlihan, you arranged 
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for Mr. Dollar to call a meeting of the board of 
directors of Dollar of Delaware to sign this docu¬ 
ment, which is Exhibit 87 of the plaintiffs, some 
time about April 26, 1938? Is that correct? 

A. I didn’t testify to the effect that I asked 
him to call that meeting, or that I arranged for it. 
It might have been done by somebody—it was done 
by myself or my associates. I knew all about it. 

Q. And by your “associates”, you mean whom 
in the Commission? Whom do you mean by that 
reference? A. I cannot recall. It might have 
been arranged for by the Legal Division; I don’t 
recall. I remember all about the calling of the 
meeting. But if you ask me if I arranged with Mr. 
Dollar to call that meeting, I will have to say I don’t 
know. 

Q. You cannot tell who called it? 

A. I cannot recall. It might have been the Legal 
Division, because it was a legal meeting. 

* * * * * 

Mr. Harrison: May it please the Court, [803] 
Mr. Houlihan requested to have a question read 
back to him by the reporter to see whether he 
wished to correct his answer or not, but I find that 
the reporter’s transcript for this morning is not 
here. 

I request permission, therefore, to state the sub¬ 
stance of the question to him, if I may. 

The Court: That is the question with reference 
to whether he has any direct recollection of each 
suggestion that a directors’ meeting be called? 
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Mr. Harrison: No, Your Honor, it had to do 
with Exhibit 25 for identification. 

Thereupon, 

D. F. HOULIHAN 

resumed the witness stand and testified further as 
follows: 

Examination 

By Mr. Harrison: 

Q. Mr. Houlihan, do you recall the document 25 
for identification which was a financial statement of 
Dollar of Delaware for February of 1938 and Sep¬ 
tember of the same year? A. Yes. 

Q. Based upon that document and your [804] 
own knowledge concerning the condition of Dollar 
of Delaware, will you state whether the assets of 
the company were more adequate in April than in 
September of 1938 to secure a loan of $4,500,000? 

A. The assets of the company in April were 
greater because since April there was a loss, as 
shown by those statements, of approximately $900,- 
000 . 

I would say that I would prefer to have made a 
loan of $3,500,000 in April than to have made a 
loan of $4,500,000 in September. 

Mr. Siegel: No questions, Your Honor. 

The Court: You are excused, Mr. Houlihan. 

(The witness was excused.) 

Mr. Harrison: At this point we have proceeded 
to the minutes of June 1L 

We ask at this point that there be introduced in 
evidence stipulation article 22, paragraph 47, at 
page 135 , line 5 . It reads: 
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“Document 22-17 is a true copy of a letter dated 
April 21, 1938, from R. Stanley Dollar to Jesse H. 
Jones, Chairman, Reconstruction Finance Corpora¬ 
tion; said letter was transmitted to said Jones on 
or about April 25, 1937. A copy was filed with the 
minutes of Dollar of Delaware of May 13, 1938.” 

And that document is already in evidence. 

Mr. Lasky: As Plaintiffs’ Exhibit 84. [805] 

Mr. Harrison: Proceeding now with the minutes 
of Dollar of Delaware. 

Document 2-A-16 attached to the stipulation are 
the minutes of June 11, 1938. 

Since Document 2-A-17, being the minutes of the 
same company for June 13, are physically attached 
to the other and not readily separated, I will ask 
that they both be admitted as a single exhibit. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 114. 

(Minutes of Dollar of Delaware, for June 11, 
1938, and June 13, 1938, heretofore referred 
to as Documents Nos. 2-A-16 and 2-A-17, were 
accordingly marked and received in evidence as 
Plaintiffs’ Exhibit No. 114.) 


’ ? [Plaintiffs’ Exhibit 114 reads in part as 
; ■' follows:] 

SPECIAL MEETING OF THE 
BOARD OF DIRECTORS 

A special meeting of the Board of Directors of 
Dollar Steamship Lines Inc., Ltd., was held at the 
office of the company, 311 California Street, San 
Francisco, California, on Saturday the 11th day of 
June, 1938, at 10:00 o’clock in the forenoon. 
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The following directors were present and partici¬ 
pated in all the proceedings of the meeting: R. 
Stanley Dollar, A. B. Poole, Paul E. Hoover, J. 
Hugh Jackson, Grant H. Wren, constituting the 
entire membership of the Board, and a quorum. 

There was also present Mr. Irving H. Frank, 
counsel for the corporation. 

Mr. Dollar, President, presided and Mr. D. T. 
Buckley, Secretary of the corporation, acted as sec¬ 
retary of the meeting. 

The Chairman called the meeting to order and 
asked for the consideration of the matters set forth 
in the notice of the meeting. 

The Secretary read and presented the following 
notice of the meeting: 

“Notice is hereby given that a special meeting 
of the Board of Directors of Dollar Steamship 
Lines Inc., Ltd., will be held at the office of the 
corporation, 311 California Street, San Francisco, 
California, on Saturday the 11th day of June 1938, 
at ten o’clock in the forenoon, for the following 
purposes: 

L To consider the proposals of the United States 
Maritime Commission set forth in their resolutions 
of June 4, 1938, relative to operating differential 
subsidy agreement. 

2. To consider such other matters as may prop¬ 
erly come before the meeting. 

This notice is given in accordance with the pro¬ 
visions of the By Laws of this corporation and the 
requirements of the laws of the State of Delaware. 
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Dated at San Francisco, California, this 9th day 
of June, 1938. 

By Order of the President. 

D. T. BUCKLEY, i 

Secretary. 

The Secretary stated that he had caused the fore¬ 
going notice of the special meeting of the directors 
to be mailed, postage prepaid, to each director at 
his last address as the same appeared on the books 
of the corporation. 

The Chairman requested that the record show 
that at his instructions the Secretary had mailed to 
each of the directors a copy of the entire file re¬ 
ceived from the Maritime Commission regarding 
the operating differential subsidy. 

The Secretary read the minutes of the special 
meeting of the Board of Directors held on the 23rd 
day of May, and the adjournment thereof on May 
24, 1938. On motion of Mr. Hoover, seconded by 
Mr. Wren, the minutes were approved as read. 

Mr. Hoover suggested that a committee of the 
Board be appointed to negotiate with the affiliate 
companies and individuals from whom the Maritime 
Commission had requested guarantees. After dis¬ 
cussion it was the consensus of opinion that it 
would be more expeditious if Mr. Dollar contacted 
the various companies and individuals from whom 
guarantees were requested. 

Mr. Irving H. Frank called attention to the fact 
that there were three essential conditions in the 
subsidy which required careful consideration. These 
referred to 



1034 


R. Stanley Dollar, et al 


1. Voting rights when the ratio of current 
assets to current liabilities was less than 1% to 1. 

2. The replacement and building program. 

3. The disbursement from Maritime Commis¬ 
sion repair fund of $1,500,000. 

There followed an extended discussion in which 
all of the directors participated relative to the 
clause in the subsidy agreement regarding the ratio 
of V /2 to 1, and it was the consensus that this pro¬ 
vision was objectionable and unworkable and should 
be modified. Various suggestions were made as to 
a lower ratio being workable, and as to the manner 
in which this ratio would be computed and the 
necessary accounting procedure. The directors were 
of the opinion that a ratio of one to one on the 
present uniform standard system of accounts pro¬ 
mulgated by the Maritime Commission January 1, 
1938, might be maintained, and it was suggested 
that the Board advise the Maritime Commission ac¬ 
cordingly. 

Relative to the building and replacement pro¬ 
visions in the subsidy agreement, Mr. Dollar said 
that he wished to avoid making a contract for the 
building of ships which the company could not live 
up to, and which would plunge the company into 
indebtedness which it would be unable to liquidate. 
After discussion, it was decided that the provision 
contained in the contract dated April 22nd regard¬ 
ing new construction and replacement program was 
more feasible and satisfactory than that contained 
in the present proposed subsidy agreement, and 
that an effort should be made to have that provision 
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inserted in lieu of the provision in the new contract. 

The President called attention to the absence 
from the proposed subsidy contract of the New 
York/San Francisco, New York/Orient, New York/ 
Penang service, and it was the unanimous opinion 
of the Board that the provision contained in the 
proposed subsidy agreement of April 22nd should 

be restored in the new contract. 

* * * * * 


* * * * * 

Mr. Harrison: The meeting was adjourned [806] 
to the 13th of June, which follows as an adjourned 
meeting of the Board of Directors in the same 
exhibit 

On the third page of those minutes we find the 
following at the top of the page: 

“Mr. Dollar reported that the Directors of Dollar 
Steamship Line (California) were strongly opposed 
to the transfer of the voting rights of the Delaware 
stock when the ratio of current assets to current 
liabilities fell below 1% to 1.” 

Thereafter a resolution was adopted under which 
the directors adopted a proposal to be submitted to 
the United States Maritime Commission to define 
what would constitute current assets within the 
meaning of that provision in the Maritime Commis¬ 
sion proposal. 

Next it was resolved to make application [807] 
to the Commission to substitute certain articles in 
the April 22 proposed subsidy agreement for that 
in the June 24 proposal. 

Beginning at the top of the next page: 
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4 "At this point in the proceedings, Mr. Poole was 
excused from the meeting to receive a telephone call 
from Washington. Upon return to the meeting, 
Mr. Poole informed the directors that the call was 
from Mr. Aulsbrook, counsel of the Commission, 
who had informed him that a bill had passed the 
House and Senate and it was on its way to the 
White House for the President’s approval, amend¬ 
ing the National Bankruptcy Law. 

“Among the amendments was one providing that 
in any bankruptcy or admiralty proceeding involv¬ 
ing vessels of United States Registry on which the 
United States holds a mortgage, the Court may 
appoint the United States Maritime Commission as 
sole trustee or receiver, and no appointment of any 
other person as trustee or receiver shall become 
effective without the consent of the Commission. 

4 4 The amendment also provides that if the Court 
is unwilling to permit a trustee or receiver to 
operate the vessels, the court may permit the Com¬ 
mission to operate them if the Commission under¬ 
takes to pay all operating losses resulting [808] 
from such operation. 

4 4 The amendment further provides that the debtor 
shall not be entitled to any relief by injunction 
against the United States unless the Commission 
has filed with the Court a written consent. 

4 4 The Chairman stated that the new legislation 
will have a profound effect on our relations with 
the Maritime Commission. He suggested that the 
meeting be adjourned until tomorrow so as to 
afford him an opportunity of conferring with the 
affiliated companies and the parties who have been 
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requested to become guarantors of the agreement 
with the Maritime Commission. 

“There followed a discussion with regard to the 
advisability of proceeding with the agreement as 
presented in light of the new legislation. 

“It was suggested that the Board hear any re¬ 
ports which had been received from the other com¬ 
panies and guarantors. 

“The Secretary read a letter from Mr. H. M. 
Lorber in relation to guarantee requested of him, 
which Mr. Lorber declined to give, stating that he 
felt the security already pledged was sufficient. 
Mr. Lorber stated in his letter that he was pre¬ 
pared to pledge his Class ‘A’ stock in the Delaware 
corporation, providing 80% of the present [809] 
voters of Class ‘A’ stock in this corporation did 
likewise. 

“The Secretary then read the minutes of the 
meeting of the Board of Directors of The Robert 
Dollar Co. held on June 10, 1938, in regard to the 
resolution of June 4th, requesting guarantee from 
that company. The Board of Directors of The Rob¬ 
ert Dollar Co. had refused to give the guarantee 
as requested. 

“The Chairman reported that no answer had been 
received from Dollar Steamship Line (California) 
but that there was to be a meeting of their Board 
later on in the afternoon. 

“Mr. Hoover suggested adjournment of the meet¬ 
ing until tomorrow in order to afford sufficient 
study of the new legislation and to give him an 
opportunity of discussing same with The Anglo 
California National Bank. Mr. Wren also expressed 
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the desire to discuss the matter with the creditors 
of this corporation. 

‘‘Mr. Poole suggested that the Maritime Commis¬ 
sion be informed that consideration of the subsidy 
agreement and resolutions of the Commission dated 
June 4, 1938, had been put over for further con¬ 
sideration in connection with the new legislation, 
explaining that the latter affected the position of 
the guarantors to the agreement, and [810] request¬ 
ing additional time for further consideration. 

Thereupon the Board approved the sending of 
such a message. 

We now offer stipulation article 6, paragraph P, 
subdivision 2, at page 67, beginning at line 31. 

The Court: What page? 

Mr. Harrison: Page 67: 

“During the course of the Directors 7 meeting of 
June 13,1938, Mr. Poole was called to the telephone 
to receive a telephone message from Mr. Auls- 
brook of the Legal Staff of the United States Mari¬ 
time Commission. Mr. Aulsbrook informed .Mr. 
Poole in that telephone conversation that a bill 
amending the Bankruptcy Act had passed the House 
of Representatives and the Senate of the United 
States and was on the way to the White House for 
the President’s approval, that among the amend¬ 
ments was one providing that the court might ap¬ 
point a trustee for operating purposes who would 
be satisfactory to the United States Maritime Com¬ 
mission.” 

And we now offer paragraph Q, at page 68, begin¬ 
ning at line 12: 

“The Board of Directors immediately on June 
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13, 1938, procured a copy of the amendment to 
the Bankruptcy Act referred to in the telephone 
conversation between Mr. Poole and Mr. [811] 
Aulsbrook which occurred during the course of the 
meeting of June 13, 1938, and caused a copy to be 
filed with the minutes of that day. The amendment 
to the Bankruptcy Act referred to in said minutes 
is that which now appears in Sections 1101 to 1103, 
inclusive, of Title XI U. S. Code.” 

At this point we merely wish to refer back for 
a moment to former testimony which is already in 
evidence, and appearing in Exhibit 2-G-10, on page 
34, where the following was said with reference to 
this problem. 

Referring to claims against the United States held 
by Dollar of Delaware: 

“While many of the claims were of doubtful 
validity and while the Commission was believed to 
have well-grounded counterclaims, nevertheless, the 
best judgment of the Legal Division was that the 
Dollar Lines might obtain some recovery as a result 
of the statutory termination of the contracts. More 
serious than the money involved was the fact that 
if this litigation was unsettled, 77-B proceedings 
would be very difficult to carry through and the 
existence of the suit might well be considered by 
the 77-B Court as valid grounds for excluding the 
Commission, notwithstanding its large Creditor in¬ 
terest, from having a strong hand in naming [812]i 
a Trustee and taking any active part in operations 
during the period of trusteeship.” 

At that point— ■ j 
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The Court: That can be also called Blue Book 
No. 2, at page 34. 

Mr. Lasky: It is Blue Book 2, yes. 

The Court: It is page 34. I followed counsel as 
he read it. 

Mr. Harrison: At this point we wish to offer in 
evidence the hearings of the Committee on Com¬ 
merce of the United States Senate, on Senate 4134, 
which was the bill enacted into law as just stated, 
and particularly those portions relating to that bill, 
for the purpose of, so far as relevancy is concerned, 
showing that the purpose of the bill was solely for 
the purpose of the Dollar Steamship Line negotia¬ 
tions, and also for showing the basic policy of the 
Commission of not taking ownership of steamship 
lines. 

The Court: You mean this amendment to the 
Bankruptcy Act? 

Mr. Harrison: Yes, sir. 

The Court: Is there anything in the Committee 
reports or in the debates that indicate that the bill 
was introduced and designed specifically against the 
Dollar Line? 

Mr. Harrison: I won’t say “against”, if Your 
Honor please. The statements of the Commission 
representatives did not represent them as [813] 
against them, but that it was solely for the purpose 
of originally two lines, the Munson Line and the 
Dollar Line, and the proceedings will show that the 
Munson Line was eliminated from consideration by 
excepting pending proceedings, or proceedings pend¬ 
ing before a specified date, and that appears in 
that document. 


vs. Emory S. Land, et al 


1041 


The Court: Then I take it you are offering this 
as part of the general picture to indicate that the 
Maritime Co mmi ssion presumably had this bill in¬ 
troduced and passed? 

Mr. Harrison: Yes, sir. 

The Court: In order to stimulate the Dollar Line 
into an acquiescence in its suggested reorganization 
plan? 

Mr. Harrison: Well, I would not say that, Your 
Honor. I don’t think we would argue that, but I 
do say it was passed for the purpose of strengthen¬ 
ing the hand of the Commission in its dealings with 
the line. 

The Court: Well, that adds up to the same thing, 
does it not? 

Mr. Harrison: Perhaps it does, Your Honor. I 
just want to be a little careful how I put it. 

Mr. Siegel: Also the Congress adopted the recom¬ 
mendations of the Commission, whatever they were. 
The full legislative history, Your Honor, will be 
presented to the Court. 

Mr. Harrison: I would like to point out, there is 
also offered for a second purpose, which does not 
happen to appear prominent at this point, and [814] 
that is that Admiral Land stated to the Committees 
of Congress that they had no intent or desire to 
take over the ownership of the line or lines. At the 
very time of the final stages of the negotiations, it 
bears on their intent in this matter. 

The Court: Now, of course, I again repeat what 
I said originally when this case started to be tried, 
I am only concerned primarily with the agreement 
of August 15, 1938, and this is all leading up to 
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that agreement, as a part of the factual background 
and the picture. I am assuming from the opening 
statement that the Maritime Commission claims with 
reference to this stock that it was not pledged as 
collateral in the agreement of August 15, 1938, but 
was transferred to the Commission and therefore, 
as a consequence, the former owners of the stock have 
no standing in this suit. 

I understand further, Mr. Harrison, that your 
claim is, first of all on the Merchant Marine Act of 
1936, if there was such a transfer, there is no 
authority. So, therefore, the matter falls. 

And, secondly, the stock was pledged only for 
collateral for the debt, and the debt having been 
paid, the pledgors, so to speak, are entitled to the 
return of their collateral. 

Now, I am still a little bit in the dark as to the 
purpose of evidence of this character and evidence 
of a similarly related character, and I am again 
referring to our discussion with reference to [815] 
so-called business compulsion. 

There was no authority in the Commission; that 
is one thing. If the stock was pledged voluntarily, 
that is another; and if the debt was paid, then 
obviously, as a matter of law, they are entitled to 
their stock back. No one will quarrel with that. 

Mr. Siegel: Certainly not. 

The Court: All right. However, the introduction 
of this evidence has led me to conclude, as it has 
gone in and as the picture has unfolded, that at 
least from the time of the presentation of the so- 
called Houlihan - Wilcox plan of reorganization, 
which the Dollar interests were perfectly willing to 
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go along with, the Commission constantly changed 
its position, and as a consequence the financial posi¬ 
tion of the Dollar interests worsened, so that ulti¬ 
mately they were maneuvered into a position 
whereby they had to sign the agreement of August 
15, 1938. 

So that, therefore, you have circumstances of a 
compulsive character in general, stimulated and con¬ 
trived by the Commission. 

Is that your point? 

Mr. Harrison: Yes, Your Honor; that is one of 
the points. 

The Court: Well, all right. 

Mr. Siegel: If Your Honor please, we certainly 
have no objection whatever to the Court consider¬ 
ing in full the legislative history of the [816] 
amendment to the Chandler Act, to which they are 
referring, and, in fact, we will make a point of it 
as a sanction by Congress. 

The Court: Well, I cannot conceive, I am per¬ 
fectly frank in saying, that Congress was stimu¬ 
lated into an activity of a character that would 
result in legislation designed directly against a 
group of individuals, and I use the term “indivi¬ 
duals” in the sense that it includes more corpora¬ 
tions than human individuals. 

Mr. Harrison: I offer the hearings before the 
Committee on Commerce, United States Senate, on 
S. 4134, at this time. 

The Deputy Clerk: That will be Plaintiffs 7 Ex¬ 
hibit 115. 
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(Hearings before XL S. Senate, Committee 
on Co mm erce, on S. 4134, were accordingly 
marked and received in evidence as Plaintiffs’ 
Exhibit No. 115.) 

Mr. Harrison: May I make one point that I 
tried to make clear in the past and perhaps that the 
reason of my not going fully into the extent that 
Your Honor suggested is my position. 

We do not concede that it is part of our case 
to establish that members of the Commission or 
the Commission deliberately set about to contrive 
to create a situation where they were going to take 
over the stock of Dollar of Delaware. 

We understand the law to be, and we will ask 
Your Honor to be liberal in affording at least [817] 
an opportunity to argue our views, that a series 
of conditions were created; whether with the high¬ 
est motives or otherwise, that within the law of 
mortgages and transfers between mortgagors and 
mortgagees, controls the contract, but we don’t think 
it is any necessary part of our case or any burden 
that we have assumed to impute to persons who 
were on the Commission or the Commission itself 
any unworthy motives in the matter, if I may say 
so. 

The Court : Well, you have definitely now clari¬ 
fied the picture for me by that statement. 

Mr. Harrison: Thank you, Your Honor. 

We wish at this point to offer stipulation article 
2. paragraph P, subdivisions 37 and 38, which ap¬ 
pear at page 33, line 8, of the stipulation: 

“Document 2-P-50 is a true copy of the telegram 
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of June 13, 1938, from Dollar of Delaware to the 
Maritime Commission.” 

We offer this to the Court and ask that it be 
introduced in evidence as Plaintiffs’ exhibit next 
in order. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 116. 

(Telegram, dated June 13, 1938, Dollar Lines 
to Maritime Commission, heretofore referred to 
as Document No. 2-P-50, was accordingly 
marked and received in evidence as Plaintiffs’ 
Exhibit No. 116.) 

Mr. Harrison: This is the wire sent in pursuance 
of the proceedings taken in connection with [818] 
the prior exhibit, and it is to the United States 
Maritime Commission, from Dollar Steamship 
Lines, Inc., Ltd. 

“I Have Been Instructed By The Board Of 
Directors Of Dollar Steamship Lines, Incorporated, 
Limited, To Inform You That They Have Been 
Continuously Engaged In Consideration Of The 
Commission’s Resolution Of June Fourth Relative 
To A Subsidy For Our Company. On Saturday Last 
It Held A Meeting At Which Some Of The Matters 
Were Acted Upon That Today It Held An Ad¬ 
journed Meeting At Which Further Matters Were 
Acted Upon. During This Meeting Director Poole 
Was Called To The Telephone By Attorney Auls- 
brook Of Your Commission Who Advised Him 
Among Other Things That An Amendment To The 
Bankruptcy Act Had Been Passed Which Parti¬ 
cularly Has Reference To Shipping And The Mari¬ 
time Commission. Certain Requested Guarantors 
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Were In Session At The Time And Were Advised 
Of The Passing Of The Act And As They Consider 
It would Adversely Affect Their Guarantees In 
Event Of Default Of Our Company It Has Not 
Been Possible To Conclude The Board’s Delibera¬ 
tions, Although It Was Intended To Carry The 
Meeting Until Complete Action Was Had On Your 
Resolution. The Meeting Therefore Adjourned Un¬ 
til Tommorow At Two P.M. Under The [819] Cir¬ 
cumstances The Directors Wish Me To Advise You 
That In Order That The Resolution May Be Prop¬ 
erly Acted Upon They Will Require Further Time 
And Request That You Advise Them That Such 
Time Will Be Available To Them.” 

We now take paragraph 38 of the stipulation, 
at page 33, line 11, as follows: 

“Document 2-P-51 is a true copy of a telegram 
of June 14, 1938, from the Maritime Commission 
to Dollar of Delaware.” 

We ask that that be introduced in evidence and 
marked plaintiffs’ exhibit next in order. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 117. 

(Telegram, dated June 14, 1938, Sheehan to 
Dollar Lines, heretofore referred to as Docu¬ 
ment No. 2-P-51, was accordingly marked and 
received in evidence as Plaintiffs’ Exhibit 117.) 

Mr. Harrison: This is a reply to the wire just 
read, and is as follows: 

“The Commission Considered This Morning 
Your Telegram Received Last Night Requesting 
Further Time To Act Upon Commission Resolution 
Of June Fourth Relating To Your Company. The 
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Commission Considers That The Essential Con¬ 
siderations Contained In This Resolution Have 
Long Been Known To And Discussed With Your 
Company And Since Our Letter Of April 28 Have 
Been The Subject Of Continued [820] Deliberations 
Of Your Company And Associated Interests. It 
Seems Therefore That Adequate Opportunity Has 
Been Afforded For A Decision On Your Part. 
Nevertheless In Order That There May Be No 
Doubt In The Matter The Commission Has Autho¬ 
rized An Extension Until 12 O’clock Midnight 
Eastern Standard Time, Thursday, June 16, As 
The Time Limit Within Which A Final Decision 
Is Expected From Your Company.” 

We now offer as exhibit next in order, Document 
2-C-13, the preliminary transcript of Dollar of Dela¬ 
ware minutes of June 14, 1938, and as an intro¬ 
duction to that, we wish to read into the record 
that portion of the stipulation consisting of article 
2, paragraph C, sections 1 and 2, and I will ask 
permission that the reporter may copy that para¬ 
graph, as it is a tabulation of identification of docu¬ 
ments, which will merely delay the Court at this 
moment. 

And then the second paragraph, the preliminary 
part of paragraph 1, says: 

“From stenographic notes of some of the meetings 
preliminary drafts of minutes were prepared rather 
than a stenographic transcript.” 

The Court: That is the minutes of the meeting, 
Mr. Harrison, of when? 

Is that Document 2-C-13, or 2-G-13? 

Mr. Harrison: 2-C-13, Your Honor. [821] 
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The Court: That will be Exhibit 118. 

Mr. Harrison: Thank you. 

The Court: And then it is your suggestion that 
the reporter copy what is there into the record? 

Mr. Harrison: Yes, Your Honor. 

The Court: All right. 

Mr. Harrison: That will include, then, introduc¬ 
tion into the record by copying article 2, paragraph 
C, sections 1 and 2. 

We wish to point briefly to this transcript, and 
particularly in the third paragraph— 

The Court: This is something else again, is it 
not? 

Mr. Harrison: I am sorry, Your Honor. It has 
not been marked as yet. 

This is still 2-C-13. 

The Deputy Clerk: That will be Plaintiffs’ Ex¬ 
hibit 118. 

(Minutes of Dollar Steamship Lines, dated 
June 14, 1938, heretofore referred to as Docu¬ 
ment No. 2-C-13, was accordingly marked and 
received in evidence as Plaintiffs’ Exhibit No. 
118.) 

“C. 1. Prom stenographic notes of some of the 
meetings preliminary drafts of minutes were pre¬ 
pared rather than a stenographic transcript. Certain 
documents are true and correct copies of certain of 
said drafts, as follows: [822] 

April 21, 1937—Document 2-C-l. 

May 19, 1937—Document 2-C-2. 

June 16, 1937—Document 2-C-3. 

September 3, 1937—Document 2-C-4. 
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September 8, 1937—Document 2-C-5. 

November 10, 1937—Document 2-C-6. 

February 11, 1938—Document 2-C-7. 

February 23, 1938—Document 2-C-8. 

February 23, 1938—Document 2-C-9. 

February 23, 1938—Document 2-C-10. 

June 11, 1938—Document 2-C-ll. 

June 13, 1938—Document 2-C-12. 

June 14, 1938—Document 2-C-13. 

June 16, 1938—Document 2-C-14. 

July 9, 1938—Document 2-C-15. 

July 14, 1938—Document 2-C-16. 

July 18, 1938—Document 2-C-17. 

August 8, 1938—Document 2-C-18. 

August 12, 1938—Document 2-C-19. 

September 8, 1938—Document 2-C-20. 

September 23, 1938—Document 2-C-21. 

October 10, 1938—Document 2-C-22. 

October 19, 1938—Document 2-C-23. 

October 24, 1938—Document 2-C-24. 

“2. Said documents may be taken as [823] evi¬ 
dence that all proceedings before and action by the 
Board as stated in Documents 2-C-l to 2-C-24, in¬ 
clusive, occurred as stated in said Documents, and 
that all remarks, statements, and expressions re¬ 
corded in the preliminary drafts of minutes as 
having been made or expressed in said meetings 
were in fact made, said and expressed as recorded, 
by the persons to whom they are attributed therein, 
or by the Board, as such, if attributed to the Board, 
except that if there is any inconsistency or conflict 
between Documents 2-C-l to 2-C-24 and final min- 
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utes of the same meeting, the final minutes shall 
prevail over the preliminary draft.” 

Mr. Harrison: The paragraph which is the third 
on the first page of the notes, reads as follows: 

“The Chairman reported that yesterday and this 
morning he had met with the Dollar of California 
group and had had a long discussion with them. He 
stated that he had tried to impress upon them the 
necessity of their doing something along the lines 
that would be as close as possible to the demands 
of the M. C. He had also met with the Robert Dollar 
group and asked them to reconsider their resolution 
as read at our meeting of June 13th, and to see if 
they could do something to meet the demands [824] 
of the M. C. They are at present reconsidering. At 
the meeting with Dollar of California asked them 
that before they took any definite action to be sure 
of what they were doing and that in my opinion 
they should do everything they could to meet the 
demands and to come as close to compliance as 
possible. They are reconsidering the matter this 
afternoon, and should have something definite from 
them by tomorrow afternoon. The Chairman stated 
that he felt everything should be done to see if we 
cannot get the line going and make a success of 
it and hoped that by doing this a friendly relation¬ 
ship between the M. C. and the Dollar Line would 
result. He felt that, as stated previously, without 
cooperation, no matter who is here, whether himself 
or someone else, the line will never succeed. The 
support and cooperation of the M. C. is necessary 
for the upbuilding of the American merchant ma¬ 
rine on the Pacific. The M. C. have been very 
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drastic with our company in the past in every way 
and hoped that this would not continue in the event 
we comply with their demands. No American line 
can succeed without the full cooperation of the 
M. C. 

“Mr. Poole stated that he felt if the M. C. pro¬ 
posal were accomplished [825] that they would be as 
anxious to make a success of the line as we were 
and that they would be severely criticized if their 
plan failed.” 

We next wish to offer in evidence Document 
2-F-48, being the Maritime Commission minutes of 
June 17, 1938. 

The Deputy Clerk: Plaintiffs’ Exhibit 119. 

(Maritime Commission minutes of June 17, 
1938, heretofore referred to as Document No. 
2-F-48, was accordingly marked and received 
in evidence as Plaintiffs’ Exhibit No. 119.) 

Mr. Harrison: At this meeting there appears the 
notice on the first page: 

“The Executive Director read to the Commission 
a telegram, dated June 17, 1938, which had been 
received from the Board of Directors of the Dollar 
Steamship Lines Inc., Ltd., in reply to the Commis¬ 
sion’s resolution of June 4, 1938. 

“After discussion, the Co mmi ssion directed the 
Executive Director to prepare a reply to this tele¬ 
gram for consideration of the Commission at the 
afternoon session.” 
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[The second portion of Plaintiffs’ Exhibit 
119 (minutes of the afternoon session) reads as 
follows:] 

PROCEEDINGS OF THE UNITED STATES 
MARITIME COMMISSION 

June 17, 1938 (Special Meeting) 

• * * * * 

The Commission resumed consideration of the 
following telegram, dated June 17, 1938, from the 
Board of Directors of the Dollar Steamship Lines 
Inc., Ltd., in response to the Commission’s resolu¬ 
tion of June 4, 1938: 

1938 Jun 17 AM 12 18 

“FA39 TWS 8 Mins—DLY San Francisco Calif 
16 837P United States Maritime Commission— 
Wash D C— 

“The Board of Directors has come to the con¬ 
clusion that the subsidy offered by the Maritime 
Commission is desirable with some minor modifica¬ 
tions it can comply with practically all of the re¬ 
quirements of the Commission with the exception 
of the requested guarantees in this connection Dol¬ 
lar Steamship Line of California has offered to 
acquire and surrender all of the issued and out¬ 
standing no-par class B stock of the Dollar Steam¬ 
ship Lines, Inc., Ltd., and also acquire and deliver 
the managing agency contract, personnel, equipment 
and leases of Robert Dollar Co., against surrender 
by the Commission of ship sales notes signed by; 
Dollar of California, surrender of right to name 
Dollar Steamship Lines by operator, releases as to 
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leases, and mutual releases as to all other matters. 
The Board is wholly in accord with the Maritime 
Commission in its desire to maintain the future 
operations of the line and makes the following 
suggestion which may be helpful in carrying out 
the future operations of the line without the neces¬ 
sity of legal proceedings the Board has in part made 
this suggestion because it feels a keen responsibility 
to the creditors. The suggestion follows: We under¬ 
take promptly to develop a replacement program 
consisting of three combination freight and passen¬ 
ger liners of improved ‘Coolidge type’ upon the 
following basis: Three ships at estimated cost of 
$11,000,000 total $33,000,000 on which the construc¬ 
tion differential subsidy should be 50% making net 
cost to us for three ships a total of $16,500,000 the 
cash payment would be 25% of this amount or a 
total of $4,125,000 and the balance would be payable 
in twenty equal annual installments, the first of 
which to be payable one year after delivery of each 
vessel. Interest on annual installments at the rate 
of 3%% per annum. In consideration of our under¬ 
taking such a replacement program the Commis¬ 
sion to agree to take over from us the following 
ships at full present value Coolidge, Cleveland, Taft, 
Wilson, Lincoln, Pierce, Adams, Garfield, Harri¬ 
son, Polk, Hayes, Monroe, Van Buren. August 24, 
1937, Captain A. F. Pillsbury a recognized authority 
in such matters, valued the above 13 ships at $18,- 
550,000 the proceeds of such transfer to be applied 
first, to satisfaction of the mortgages now held by 
the Commission on the 13 ships enumerated, aggre¬ 
gating $7,494,157.04 and next to settlement of the 
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25% cash payments due on the 3 new ships to be 
constructed amounting to $4,125,000 the Commission 
to agree to allow us to continue operation of these 
ships on our present trade routes under some mu¬ 
tually satisfactory form of operating agreement 
until such time as the 3 new ships would be available 
to replace them the Maritime Commission to agree 
to grant an adequate operating differential subsidy 
to the 3 new ships to place them on parity with 
their foreign competitors. This communication by 
wire is for the purpose of permitting the Commis¬ 
sion to know the action of the Board within the 
time suggested, and will be followed by a letter that 
will elaborate on the questions which will be mailed 
tomorrow. Believe in the interest of the creditors, 
the company and the Commission, all publicity 
should be withheld until the Board’s suggestion 
reaches the Commission in letter form. 

After discussion, by the “yea” vote of Chairman 
Land and Commissioners Truitt and Woodward, 
Commissioner Wiley voting “nay”, the Commission 
authorized Chairman Land to send the following 
telegram to the Dollar Steamship Lines Inc., Ltd.: 

June 17, 1938. 

“Dollar Steamship Lines Inc., Ltd., 

Robert Dollar Building, 

San Francisco, California. 

“Your telegram received today is so utterly un¬ 
responsive to terms and conditions of Commission 
resolution of June fourth that if letter which you 
are sending is merely an elaboration of telegram 
letter will be considered equally unresponsive. Un- 
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less Commission receives in Washington by noon 
Eastern Standard Time Tuesday June twenty-one 
a reply which specifically and satisfactorily accepts 
each of terms and conditions of resolution of Com¬ 
mission and of the Reconstruction Finance Cor¬ 
poration of June fourth Commission will revoke all 
authorizations contained in its resolution of that 
date and advise the Reconstruction Finance Cor¬ 
poration accordingly. Your telegram requested that 
all publicity be withheld until your letter received 
but Washington news correspondents were generally 
well informed of contents your message before tele¬ 
gram reached us. 

/s/ E. S. LAND, 

Chairman.” 


* * * * * 

Mr. Harrison: And we now wish to offer in evi¬ 
dence Document 2-A-19, being the minutes of a 
special meeting of the Board of Directors of June 
16, 1938 [829] 

The Deputy Clerk: Plaintiffs’ Exhibit No. 120. 

(Minutes of Dollar Line, dated June 16,1938, 
heretofore referred to as Document No. 2-A-19, 
were accordingly marked and received in evi¬ 
dence as Plaintiffs’ Exhibit No. 120.) 

Mr. Harrison: I am chronologically one day off 
on this, Your Honor. I should have referred to 
this before I did the exchange of wires just men¬ 
tioned, because it was actually in this. 

The Court: This is a special meeting of the 
Board which is referred to in this wire, is it? 
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Mr. Harrison: Yes, sir, and it was in that meet¬ 
ing that the sending of that wire was authorized.... 

[Plaintiffs’ Exhibit 120 reads as follows:] 

SPECIAL MEETING OF THE 
BOARD OF DIRECTORS 

A special meeting of the Board of Directors of 
Dollar Steamship Lines Inc., Ltd., was held at the 
office of the Company, 311 California Street, San 
Francisco, California, on Thursday the 16th day of 
June, 1938 at 3.00 o’clock in the afternoon. 

The following directors were present and partici¬ 
pated in all the proceedings of the meeting: R. 
Stanley Dollar, A. B. Poole, P. E. Hoover, J. Hugh 
Jackson, Grant H. Wren, constituting the entire 
membership of the Board and a quorum. 

There was also present Mr. Irving H. Frank, 
Counsel for the corporation. 

Mr. R. Stanley Dollar, President, presided and 
Mr. D. T. Buckley, Secretary of the corporation, 
acted as secretary of the meeting. 

The Chairman called the meeting to order and 
asked for a consideration of the matters set forth 
in the notice of the meeting. The Secretary read 
and presented the following notice of the meeting: 

“Notice is hereby given that a special meeting 
of the Board of Directors of Dollar Steamship 
Lines Inc., Ltd., will be held at the office of the 
corporation, 311 California Street, San Francisco, 
California, on Thursday the 16th day of June, 19S8, 
at three o’clock in the afternoon for the following 
purposes: 
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1. To further consider the proposals of the 
United States Maritime Commission set forth in 
their resolutions of June 4, 1938, relative to oper¬ 
ating-differential subsidy agreement. 

2. To consider such other matters as may prop¬ 
erly come before the meeting. 

This notice is given in accordance with the pro¬ 
visions of the By-Laws of this corporation and the 
requirements of the laws of the State of Delaware. 

Dated at San Francisco, California, this 15th 
day of June, 1938. 

By Order of the President.” 

The Secretary stated that he had caused the fore¬ 
going notice of the special meeting of the Directors 
to be mailed, postage prepaid, to each Director at 
his last address as the same appeared on the books 
of the corporation. 

The Chairman stated that he had received letters 
from Dollar Steamship Line, a California corpora¬ 
tion, The Robert Dollar Co. and Mr. H. M. Lorber, 
which he wished to present to the Board; also a 
letter he had written in connection with the guar¬ 
antees required by the Maritime Commission in 
their resolutions dated June 4, 1938. 

The Secretary thereupon read letters addressed 
to the Board of Directors dated June 16,1938, from 
Dollar Steamship Line, a California corporation. 
The Robert Dollar Co., Mr. R. Stanley Dollar, anH 
a letter from Mr. H. M. Lorber dated June 10, 
1938. These letters were ordered filed with the 
minutes of the meeting. 

A discussion was had regar ding the advisability 
of drafting a reply to the resolutions of the Mari- 
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time Commission of June 4th, 1938, setting forth 
what the Board had been able to accomplish. 

Mr. P. E. Hoover said, in his opinion, what the 
Board had been able to accomplish would fall short 
of the Maritime Co mmi ssion’s requirements and 
that it was the definite duty of the Board to look 
toward the protection of their creditors. He stated 
that if the Board delayed action until the new 
Bankruptcy Bill became effective the creditors 
would suffer. 

There followed an extended discussion as to the 
advisability of placing the company in 77-B and 
the effect the new Bankruptcy Law would have on 
such proceedings. 

Mr. Wren expressed the opinion that when the 
amendment to the Bankruptcy Act went into effect 
it would take jurisdiction in all pending cases. 

Mr. R. S. Dollar presented for consideration of 
the Board a plan which contemplated a building 
program from the basis of trading in our present 
fleet in payment of the present existing mortgages, 
the balance in excess of said mortgages to be ap¬ 
plied as a down payment on the construction of 
new vessels and for working capital. The plan also 
embodied operation of the existing fleet under a 
management and operating agreement until the 
new vessels are ready for service. 

There followed a discussion in which some of the 
members of the Board expressed their opinion that 
while the plan might be feasible the time entailed 
to complete negotiations with the Maritime Commis¬ 
sion to put the plan into operation was the main 
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drawback, as it was thought the company could not 
operate until such time as negotiations were com¬ 
pleted. 

Mr. J. H. Jackson suggested that the Board, 
should go on record as favoring continuation of the 
service, protection of the creditors and entering in 
agreement for an operating differential subsidy with 
the Maritime Commission although it would not 
have the power to grant all the requests made by 
the Maritime Commission. Mr. Jackson also favored 
submitting the proposed building program and con¬ 
tinuation of service to the Maritime Commission. 

Mr. Dollar suggested that the proposals made 
by the various companies in their letters just read 
to the meeting would give the Maritime Commission 
an opportunity to operate the company, and it was 
the consensus of opinion that a telegram should be 
drafted to the Maritime Commission tonight telling 
them what the Board had been able to accomplish 
and presenting the plan offered by Mr. Dollar. 

This wire was to be followed up by a letter 
elaborating on all matters connected with the pro¬ 
posals and Mr. Irving H. Frank, Counsel for the 
corporation, was instructed to draft such a telegram 
and to dispatch it today. 

A letter was also to be drafted by Mr. Frank the 
following day elaborating the proposals contained 
in the telegram. 

The telegram drafted by Mr. Frank and approved 
by the directors was ordered filed with the records 
of the meeting. 
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There being no further business to come before 
the meeting, upon motion duly made and seconded 
the meeting was adjourned. 

/s/ D. BUCKLEY, 

Secretary.” 


* * * * * 

Mr. Harrison: 

At this point we wish to offer stipulation article 2, 
paragraph O, section 6, which is at line 18, page 27, 
of the stipulation: 

“Exhibit E to defendants 7 answer is a true [831] 
copy of a letter dated June 17, 1938, from Dollar 
of Delaware to the United States Maritime Com¬ 
mission and enclosures, the enclosures consisting of 
(a) original letter of June 16, 1938, from Dollar of 
California to Dollar of Delaware, (b) original let¬ 
ter of June 16, 1938, from The Robert Dollar Co. 
to Dollar of Delaware, (c) original letter of June 
10,1938, from H. M. Lorber to the Board of Direc¬ 
tors of Dollar of Delaware, and (d) original letter 
of June 16, 1938, from R. Stanley Dollar to the 
Board of Directors of Dollar of Delaware. 77 

We wish to ask deemed in evidence that portion 
of the answer which consists of those communica¬ 
tions, may it please the Court. 

♦ * * * * 

Mr. Siegel (Interposing): May I [837] interject 
a thought here? 

I understand this correspondence is all going in 
on the basis of the previous understanding that the 
letters w~ere sent and received and not as evidence 
of the truth of the matter. 
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Is that correct, Your Honor? 

Would the record show that the Court acquiesced 
in that? 

Mr. Harrison: I have several times made [838] 
statements as to the purposes which we offered them 
for. It has not changed, Your Honor, and I think 
it was clear then and we have not deviated from 
that statement. 

Mr. Siegel: Ho I understand the Court to agree 
with my statement as to the effect of these docu¬ 
ments, Your Honor? 

The Court: Well, what I have said I have said. 
I am not going to reiterate. 

Mr. Harrison: We now wish to offer Stipula¬ 
tion Article 2, paragraph (b), subdivision 41, com¬ 
mencing at line 20, page 33 of the Stipulation: 

“Document 2-P-54 is a true copy of a memoran¬ 
dum prepared by Reginald S. Laughlin, as Special 
Counsel of the United States Maritime Commis¬ 
sion. Signed copies of said memorandum were sent 
by Mr. Laughlin on June 21, 1938, to R. Stanley 
Dollar, H. M. Lorber, Dollar of California, and 
Keith R. Ferguson as Executor of the Estate of 
J. Harold Dollar.” 

We offer the said document, to-wit, 2-P-54, in 
evidence. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 121. 

(Memorandum referred to, signed by Regi¬ 
nald S. Laughlin, and heretofore referred to 
as Document No. 2-P-54, was accordingly 
marked and received in evidence as Plaintiffs’ 
Exhibit No. 121.) 
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Mr. Harrison: I might say that [839] commenc¬ 
ing at this time, may it please the Court, and for 
a very brief space of time in the next few minutes, 
we propose to offer in evidence a series of drafts 
of which this might be said to be one, emanating 
from Mr. Laughlin, or the Commission representa¬ 
tives, and delivered to Dollar of Delaware of the 
contract of August 15, 1938. 

In introducing them in evidence we find it a little 
difficult to make clear to the Court without undue 
delay and confusion the specific changes from each 
draft to the other, and unless the Court feels that 
it would be not wise to do so, we would prefer and 
feel it would be more time-saving if we deferred 
to argument our analysis of those changes and 
merely put the drafts in for the moment without 
analyzing the change from one to the other. 

The Court: Well, I think that is probably the 
best way to handle it. 

I might make this suggestion by way of statement, 
however, that it is my view of the matter from 
the pulse of the evidence up to now, that the original 
arrangement was the letter of April 28, 1938, and 
that from that time on there was considerable 
jockeying back and forth, attempting to change, sug¬ 
gestions being made, and I further draw the in¬ 
ference from what you now say that there was 
nothing further done until this final arrangement 
of August 15. 

Mr. Harrison: I think that is a correct [840] 
statement, Your Honor, although with deference 
may we say that we will argue to the Court that 
actually the negotiations leading up to August 15 
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go back prior to the Wilcox-Houlihan Plan. 

The Court: Well, that is very true. In other 
words, you might say the negotiations began from 
the first time the Maritime Commission became in¬ 
volved with the Dollar Line, and vice versa. 

Mr. Harrison: That is right, yes, sir. 

The Court: But despite all of that, the first— 
as I recollect the evidence, the first tangible tentative 
arrangement was the letter of April 28. 

Mr. Harrison: That is right. 

* * * * * 


[Plaintiffs’ Exhibit 121 reads as follows:] 

At 4:24 p.m. June 21, 1938,1 received a telegram 
from Admiral E. S. Land, Chairman of the United 
States Maritime Commission, stating I had been and 
am authorized by the Commission to undertake nego¬ 
tiations immediately looking to the following accom¬ 
plishments: 

1. All of the Class B stock presently outstanding 
(approximately 2,100,000 shares) to be transferred 
to the Commission free and clear. 

2. Dollar interests to transfer to the Commission, 
free and clear, all Class A stock standing in their 
names and Anglo Bank and Pleishhacker interests to 
transfer to Commission, free and clear, all Class A 
stock standing in their names. 

3. The Robert Dollar Company to transfer all 
physical property owned by it which Dollar of Dela¬ 
ware has used or had the right to use in connection 
with the subsidized operations. 

4. The Robert Dollar Company to give Dollar of 
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Delaware an option of all leases used in connection 
with the subsidized operations; the option to be for a 
period of 90 days. Dollar of Delaware to pay all 
charges presently accrued under the leases and relat¬ 
ing to the period of subsidized operations and, in the 
event it elects to assume leases, will assume all lia¬ 
bilities accruing during the 90 day period. 

5. Dollar of Delaware to have the option to ter¬ 
minate its leased space in the Robert Dollar Build¬ 
ing, exercisable within 90 days. 

6. Dollar interests other than Dollar of Delaware 
will agree to discharge any liability in excess of $10,- 
000. which Dollar of Delaware may have to Irving 
Frank for legal services. 

7. Anglo Bank agrees to extension Fillmore-John¬ 
son loan for one year without amortization and there¬ 
after to stand on the collateral and to consent to simi¬ 
lar extension and stand by agreement on part of 
Dollar Wharf & Warehouse Company with respect 
to its $50,000. loan on Fillmore-Johnson. 

8. Dollar of California similarly to extend and 
stand by with respect to its $200,000. Fillmore-John¬ 
son loan. 

9. Anglo Bank to consent to debt cancellation be¬ 
tween Dollar of Delaware and Dollar Wharf & 
Warehouse and also to change amortization schedule 
on bank loan so that payment due June 13,1943 shall 
be $125,000. instead of present $225,000. 

10. Such other terms and conditions as to me seem 
necessary and advisable. 

Such telegram further states that in consideration 
of all of the foregoing and upon the understanding 


1065 


vs. Emory S. Land, et al 

that Dollar of Delaware retains right to use Dollar 
name, the Commission will release Dollar of Califor¬ 
nia and R. Stanley Dollar personally from any obli¬ 
gations as co-makers or guarantors of present mort¬ 
gage indebtedness to the Commission. 

/s/ REGINALD S. LAUGHLIN 
Reginald S. Laughlin 


Mr. Harrison: I wish to offer Stipulation Article 
6, paragraph (r), subdivision 1, appearing at page 
68, line 21. 

“Certain other statements appearing in the min¬ 
utes of the Board of Directors of Dollar of Dela¬ 
ware in 1938 may be taken as evidence of the facts 
stated, as follows: 

“1. July 9, 1938—According to the books, the 
cash balance on that day was only $20,000; trade 
and traffic creditors’ accounts came to approxi¬ 
mately $2,500,000. The Company then anticipated 
that a creditor would libel the Steamship President 
Adams; the S.S. Presidents Harrison and Van 
Buren had been libeled in New York by United 
Shipyards and Troy Machine Company, and the 
libels were still in effect.” 

At this point we wish to offer Document [842] 
2-A-20, being the minutes of Dollar of Delaware for 
July 9,1938. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 122. 

(Minutes of Dollar of Delaware, dated July 
9,1938, heretofore referred to as Document No. 
2-A-20, was accordingly marked and received in 
evidence as Plaintiffs’ Exhibit No. 122.) 
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[Plaintiffs’ Exhibit 122 reads in part as fol- 
i lows:] 

The following directors were present and partici¬ 
pated in all the proceedings of the meeting: R. Stan¬ 
ley Dollar, A. B. Poole, Paul E. Hoover, J. Hugh 
Jackson, G. H. Wren constituting the entire member¬ 
ship of the Board, and a quorum. 

Mr. R. Stanley Dollar, President, presided and 
Mr. D. T. Buckley, Secretary of the corporation, 
acted as secretary of the meeting. 

The Chairman called the meeting to order and 
stated that the object of the meeting was to discuss 
the various matters contained in Mr. Laughlin’s 
memorandum of June 21st relative to negotiations 
between the Maritime Commission and the various 
interested parties regarding an operating subsidy. 
The Chairman briefly reported on the progress of 
the negotiations on each of the matters contained in 
Mr. Laughlin’s memorandum. Mr. Poole suggested 
that Mr. Laughlin be invited to be present at the 
meeting so that he could make a report to the Board 

as to the status of the negotiations at present. 

• * * * * 

Mr. Hoover suggested that the Board write a letter 
to Mr. Laughlin, local representative of the Maritime 
Commission, setting forth what the company agreed 
to do on the various matters covered by his memor¬ 
andum of June 21st. The Chairman stated he had 
proposed this procedure to Mr. Laughlin, but the 
latter felt that more progress could be made by direct 
negotiations than by exchange of correspondence. 
Mr. Hoover stated his idea was to have some thin g 
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definite in the records, but it was thought that the 
forthcoming discussion with Mr. Laugh! in would be 
sufficient record. 

* * * * * 

Mr. Laughlin then entered the meeting. The Chair¬ 
man explained to Mr. Laughlin that the various 
points in his memorandum had been discussed at the 
meeting and that the Board would like to talk the 
whole situation over with him and see if there was 
anything else the Board could do to bring the matter 
to a conclusion. The Chairman stated that it was the 
whole-hearted purpose of the Board to perpetuate 
the line and protect the creditors. The Chair man 
went over the memorandum point by point and stated 
just what he had reported to the Board on each point 
and concluded by stating that Item 2 in regard to the 
stock of the company was really the only item on 
which we had not agreed. 

Mr. Laughlin made the following statement: 

“I believe the Board is familiar with the progress 
of these negotiations. The most important point was 
the requirement of the Commission concerning the 
“B” stock and the “A” stock owned by Dollar and 
Fleishhacker interests. The other matters have been 
discussed by me with representatives of The Robert 
Dollar Co., Estate of J. Harold Dollar, and The 
Anglo California National Bank. 

“With regard to the leaseholds and furniture and 
fixtures owned by The Robert Dollar Co., I feel that 
we can get into agreement and that the Maritime 
Commission should pay something for these assets. 
I am willing to recommend a payment of $25,000.00 
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in cash and $50,000.00 in preferred stock of the com¬ 
pany. The Robert Dollar Co. feels that it should re¬ 
ceive a somewhat higher price, and while no definite 
amount has been arrived at, I feel that this matter 
can be worked out satisfactorily. 

“With regard to leaseholds, other than that of The 
Robert Dollar Building in San Francisco, I have 
talked to the Dollar people. I decided that the leases 
probably were negotiated at the best terms possible, 
and in view of the fact that the new company will 
require space for future operations, I felt justified 
in recommending that these leases be taken over. 
There is, of course, a ten-year lease on The Robert 
Dollar Building to be considered. I had a Mr. E. W. 
Jackson make a study of the lease and he reported it 
to be fair and equitable. Therefore, I would recom¬ 
mend this company taking over the lease. 

“I have discussed the matter of the relinquishment 
of the Dollar name by this company with the parties 
interested and after serious consideration I am pre¬ 
pared to recommend that after a reasonable time the 
name be relinquished. 

“With regard to the “A” and “B“ no par stock, 
I have reported to the Maritime Commission what 
could be accomplished in this regard. Most of the 
“A” stock, under pledge, is pledged with The Anglo 
California National Bank, and I was hopeful that 
The Anglo would release such pledged stock in view 
of the fact that the stock would be worthless if nego¬ 
tiations were not completed. The Bank officials de¬ 
cided they could not release the stock without substi- 
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tute collateral and Mr. Fleishhacker stated he could 
not get such of his stock released as was pledged with 
other banks. 

“I informed the Maritime Commission what 
shares of the “A” stock were free and clear and 
what shares were pledged and they informed me that 
in view of the fact that the pledged stock could not be 
released and that Mr. Fleishhacker could not offer 
his stock, the Maritime Commission would not con¬ 
sider the plan as offered. 

“Because of the failure to obtain the “A” stock, 
the Maritime Commission is anxious to work out an 
alternative plan, and I feel that there is still hope for 
successful negotiations. The Board should realize 
that if negotiations are not successfully concluded 
the company will be forced into bankruptcy and the 
Maritime Commission will be obliged to foreclose on 
their mortgages. In that case, the Maritime Commis¬ 
sion would probably be obliged to take over the ships 
for the amount of the existing mortgages or at the 
price they were sold to the company, less deprecia¬ 
tion, and this would probably be less than the existing 
mortgages, which would mean that the remaining 
assets of the company would be entirely insufficient 
to pay anything to the creditors, debenture holders or 
“A” and “B” stockholders. 

“The offer made by the Maritime Commission is 
not the best deal they can make as far as their own 
interests are concerned if considered from a purely 
financial standpoint, because under their offer they 
will be assuming the present debts of the company, 
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while if they should foreclose, they will not assume 
such debts. The Maritime Commission, however, is 
willing to go along on the stock proposition as it 
feels that by that method the consequences of bank¬ 
ruptcy and foreclosure will be avoided and the con¬ 
tinuity of operations, with resulting advantages, will 
be assured and because it offers the possibility for the 
continued employment of the company’s personnel 
and will accord continued services to shippers and 
passengers and result in continued business to those 
furnishing supplies and services to the company and 
will give the company’s unsecured creditors a reason¬ 
able opportunity of collecting their accounts and af¬ 
ford the company’s debenture holders and preferred 
stockholders a reasonable prospect, if future opera¬ 
tions are successful, of realizing something on their 
debentures and stock. 

“We are facing the problem that all the “A” 
stock be obtained free and clear from the Fleish- 
hacker group and Dollar group. The Maritime Com¬ 
mission might deviate somewhat from this demand if 
they can get protection they feel essential. In my 
mind, I have no doubt whatsoever that you will never 
get anywhere unless there can be a change in the offer 
on the part of Mr. Fleishhacker. If there cannot be a 
change, we are wasting our time from the standpoint 
of the company going very much further. It is my 
opinion that if the change is not made, the Maritime 
Commission will not go any further and all you can 
do is put the company in the hands of the Court.” 

Mr. Jackson asked if Mr. Fleishhacker put up his 
stock would the deal go along okay. 
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Mr. Laughlin stated that he could not say that, but 
speaking for himself and not binding the Commis¬ 
sion, he would recommend that the Commission ac¬ 
cept the proposal with two additional provisions. 
First, that all of the stockholders of the pledged 
stock give option to release the stock from pledge 
upon payment of a certain fixed sum of money. I do 
not know what that payment would be. The other 
point is that the voting rights of the stock would be 
vested in the Commission during the time the stock 
is pledged. 

Mr. Dollar stated that if this was done, the person 
giving his stock free and clear would get nothing, 
while the holders of the pledged stock would get 
something for their stock. 

Mr. La ug hlin stated the Maritime Commission 
would be out if the loans for which the stock is 
pledged foreclosed. He realized the injustice of the 
deal between the various stockholders and did not 
know just how to handle it. Some of the stockholders 
are getting the consideration of having been released 
from the personal liability they have on certain mort¬ 
gages. Mr. Fleishhacker is not getting any such per¬ 
sonal release. The only reason for hi m to go along is 
because if he doesn’t the stock is worthless, while if 
he does the preferred stock the Bank holds stands a 
chance of being worth something. 

Mr. Wren asked if it would be possible to have a 
voting trust established. Mr. Laughlin stated he felt 
the Maritime Commission would not go for that. Mr. 
Latt ghlin stated he did not feel there would be any 
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difficulty if they could get together on the price and 
the option could be obtained on the stock. He thought 
this proposal would be acceptable to the Maritime 
Commission. The Maritime Commission is going to 
see the service is continued and will do it one way or 
the other. 

Mr. Laughlin felt that upon obtaining a combina¬ 
tion of the voting rights, plus an option to purchase, 
plus an agreement, the stock will be released by the 
Pledge Holders when the option price is paid in on 
the stock and if Mr. Fleishhacker can obtain the 
60,000 shares or a substantial portion of it, he thought 
the whole thing could be cleaned up in the next week 
and the company receive a new agreement, a loan 
for repairs and operating capital and go along from 
there. If we can get together on the Fleishhacker 
stock, I think things will be all right. 

Mr. Jackson stated that the Board felt they should 
do everything they could to protect the creditors and 
Mr. Laughlin replied that the Maritime Commission 
was 100% in accord with that idea. 

Mr. Wren mentioned that there had been some 
questions about the Board formally advising Mr. 
Laughlin of the steps taken so far. Mr. Laughlin felt 
that better progress could be made if the matter was 
discussed informally. Formal notice could be given 
later on if the Board so desired. 

Mr. Laughlin stated that there was one thing that 
will have to be solved. He tried to find out whether 
the Balance Sheet reflected the actual status of the 
company and found there are some contingencies 
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that may arise. One of them is the liability to Mr. 
Frank. The Maritime Commission wants to know, as 
far as they can, what obligations they are going to 
assume. Understand there is a large claim made for 
legal services by Mr. Frank and that this claim has 
probably been enlarged since the date it was submit¬ 
ted. The feeling of the Maritime Commission is that 
the services which Mr. Frank claims remuneration 
for were not all rendered for the benefit of Dollar of 
Delaware entirely, but for, say, Mr. Dollar person¬ 
ally, Dollar of California and The Robert Dollar Co., 
and that some of his advice may have been against 
the best interest of the company. The Maritime Com¬ 
mission will not pay what they deem unreasonable 
compensation. This claim might result in litigation, 
which would be just exactly what the Maritime Com¬ 
mission wants to get away from. They want to leave 
the past entirely behind them. The matter of Mr. 
Frank’s claim will have to be adjusted and the Board 
should find out what his claims amount to and then 
come to a reasonable figure. The Maritime Commis¬ 
sion may go a little higher than the $10,000 men¬ 
tioned. 

The Chairman stated that the company also 
greatly desired to let bygones be bygones and start out 
fresh and that he felt by so doing, the company would 
really produce. 

The Chairman further stated that the only intima¬ 
tion we had from Mr. Frank was his idea of $35,- 
000.00. He felt that at the next Board meeting we 
should invite Mr. Frank to attend and present an 
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itemized statement of his account. This was felt to 
be the best plan, and the Secretary was instructed to 
speak to Mr. Frank in this regard. 

* * * * * 


* * * * * 

Mr. Harrison: We now wish to offer Stipu- [850] 
lation Article 2, paragraph (p), subdivision 43, com¬ 
mencing at page 33, line 31: 

“Document 2-P-56 is a true copy of a letter sent 
by Reginald S. Laughlin as said Special Counsel to 
R. Stanley Dollar, of July 12, 1938. Enclosed with 
that letter was a document entitled ‘Adjustment Plan 
Dollar Steamship Lines, Inc., Ltd.,’ prepared by 
said Laughlin. Document 2-P-57, exclusive of the 
hand-written notations thereon, is a true copy of that 
enclosure; the handwritten notations were placed 
thereon by R. Stanley Dollar after receipt of the 
document. On July 11,1938, Mr. Laughlin sent a copy 
of Document 2-P-57 to the Maritime Commission.” 

We now offer that letter and document as a single 
exhibit, being the second draft to which I referred 
on a statement to the Court previously. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 123. 

(Letter, dated July 12,1938, Laughlin to [851] 
Dollar, with attached document, heretofore re¬ 
ferred to as Document No. 2-P-57, was accord¬ 
ingly marked and received in evidence as Plain¬ 
tiffs’ Exhibit No. 123.) 
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. [Plaintiffs’ Exhibit 123 reads as follows:] 

L [Treadwell & Laughlin Letterhead] 

[Note: Handwritten Notations appear in italic 
type.] 

July 12, 1938. 

Mr. R. Stanley Dollar, 

Dollar Steamship Lines Inc., Ltd., 

311 California Street, 

San Francisco, California. 

Dear Mr. Dollar: 

For the purpose of advising the Commission of 
the basic terms of the deal which is the subject of 
pending negotiations I prepared and forwarded to 
the Commission an outline of a suggested Adjust¬ 
ment Plan. A copy of this outline is enclosed for 
your information. I believe you will find it strictly 
in accordance with our previous discussions. If not, 
or if there are any omissions, please advise me at 
once. 

It is of course understood that the Commission 
has not given its approval to the Adjustment Plan 
outlined, nor has it indicated that such plan will 
be acceptable. It does, however, set forth a plan I 
will be willing to recommend to the Commission if 
the Herbert Fleishhacker stock is offered and the 
undetermined details (indicated by the blanks in 
the outline) are satisfactorily worked out 
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A copy of the outline has been delivered to Mr. 
Herbert Fleishhacker and Mr. Paul Hoover. 

Very truly yours, 

/s/ REGINALD S. LAUGHLIN. 

RSL:T 

End. 

cc Mr. Arthur B. Poole 
Mr. Paul Hoover 

ADJUSTMENT PLAN 

Dollar Steamship Lines Inc., Ltd. 

July 12,1938 

1. The following Class “B” stock (constituting 
all of such stock issued and outstanding) will be 
transferred assigned to the Commission, or its nom¬ 
inee, free and clear of all liens and incumbrances: 
Stock transfer tax 

(a) Dollar of California 1,872,210 

(b) Robert Dollar Co. 227,790 


Total 2,100,000 

2. The following Class “A” stock will be trans¬ 
ferred to the Commission, or its nominee, free and 
clear: 


(a) Harold Dollar Estate 

24,107 

(b) Stanley Dollar 

1,780 

(c) H. M. Lorber 

9,147 

(d) Mortimer Fleishhacker and 


family 

26,122 

(e) Robert Dollar Company 

2,075 

(f) Admiral Oriental 

122 

Total 

64,353 
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3. The following Class “A” stock will be trans¬ 
ferred to the Commission, or its nominee, subject 
to existing pledges and subject to option agreements 
referred to in paragraph 4 hereof: 

(a) Stanley Dollar 33,600 

(b) Harold Dollar Estate 11,273 

(c) Stanley Dollar, Harold Dollar 

Herbert Fleishhacker, jointly 11,014 

(d) Herbert Fleishhacker and fam¬ 

ily and associates 


Total 

[Marginal Note:] 55£87 


120£40 

130,000 

4. The pledgors and pledgees of the Class “A” 
stock referred to in paragraph 3 above will execute 
and deliver option agreements respecting such stock 
which shall provide: 

(a) So long as the pledge continues, the Com¬ 
mission, or its nominee, shall have all voting rights 
accruing to the pledged “A” stock, and for a 
period of five years from the date of such option 
agreement no disposition shall be made of any of 
such stock (other than by release to the Commis¬ 
sion, or its nominee) except subject to the express 
right of the Commission to exercise the voting 
rights thereon. 

(b) During the life of the pledge, the Commis¬ 
sion, or its nominee, shall have the right, at any 
time, to take over all rights and interests of the 
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pledgee (including the rights and interests of the 
pledgee in and to the collateral then pledged) upon 
payment of the loans, or the balance due on account 
of the loans, for which the “A” stock is so pledged, 
and in such event to release such “A” stock from 
the pledge and transfer the same to the Commis¬ 
sion, or its nominee, free and clear. 

(c) During the continuation of the pledge, the 
pledged “A” stock shall be released and trans¬ 
ferred to the Commission, or its nominee, free and 
clear, upon receipt by the pledgee, from any source 
or sources, except only from the proceeds realized 
from the liquidation of pledged collateral other 

than such “A” stock, of payments equal to $. 

for each share of such “A” stock so pledged; and 
for a period of five years from the date of such 
option agreement no disposition shall be made of 
any such stock (other than by release to the Com¬ 
mission, or its nominee) except subject to the ex¬ 
press right of the Commission or its nominee to 
acquire such stock free and clear when the aggre¬ 
gate of such receipts, plus the additional payments 

that may be made, equal $. for each 

such share. 

(d) Unless the “A” stock included in the pledge 
has been released and transferred to the Commis¬ 
sion, or its nominee, free and clear, no collateral 
securing the pledge shall be released from the pledge 
except for full consideration, and no guarantees 
shall be released, and the Commission, or its nom¬ 
inee, shall have the right to full information respect¬ 
ing such pledge and all transactions affecting the 
same. 
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5. The management agreement between Dollar 
of California and Robert Dollar Company, dated 
June 23, 1926, (to which Dollar of Delaware is 
the assignee of Dollar of California) will be ter¬ 
minated and cancelled by mutual consent. 

6. Dollar of Delaware will take over and assume 
all leases of Robert Dollar Company for space and 
premises acquired by Robert Dollar Company and 
used by it in the performance of its activities as 
managing agent under and pursuant to said man¬ 
agement agreement of June 23, 1926. 

7. Dollar of Delaware will purchase, and Robert 
Dollar Company will sell, all furniture, furnish¬ 
ings, fixtures, equipment and supplies acquired, 
owned and held by Robert Dollar Company for the 
purpose of enabling it to handle its activities as 
such managing agent, including all automobiles so 

acquired, owned and held, for the sum of $. 

payable $. in cash, and $. in pre¬ 

ferred stock of Dollar of Delaware at the par value 
thereof. 

[Marginal note:] Supplies 

8. Dollar of Delaware shall have the right but 
no obligation to take into its employ any or all 
of the personnel of Robert Dollar Company en¬ 
gaged in managing agent’s activities. 

9. Dollar of Delaware will affirm the existing 
lease for space in the Dollar Building, San Fran¬ 
cisco. 

10. Dollar of Delaware will relinquish all rights 
to the use of the name “Dollar” and all rights to 
use the Dollar flag and insignia within 6 months 
from date after the Class “A ”—Oat and “B” stock 
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above referred to has been so transferred endorsed 
and has been delivered to the Commission, or its 
nominee. 

11. The claim of Irving Frank against Dollar 
of Delaware for legal services will be adjusted by 

an agreement to accept and pay the sum of $. 

for all such services. 

12. Dollar of California, Admiral Oriental, Paci¬ 
fic Lighterage, Robert Dollar Company and Olym¬ 
pic Refining Company will give such confirmations, 
receipts, releases and agreements as may be deemed 
necessary or proper to foreclose any attack on trans¬ 
actions that have been had in connection with the 
debt adjustments referred to in the Compilation of 
February 17, 1938, pages 22 to 25, inclusive. 

13. The Commission and Dollar of Delaware will 
release Stanley Dollar and Dollar of California 
from all liability as co-makers, guarantors or en¬ 
dorsers of the ship mortgage notes. 

14. Dollar of Delaware [*] will agree to hold Stan¬ 
ley Dollar harmless by reason of any personal guar¬ 
antees he has given in connection with the agree¬ 
ment between Dollar of Delaware and Matson Navi¬ 
gation Company. (See Compilation, p. 29.) Matson 
must release me & H.M.L. all other guarantees I 
made . 

15. Dollar of Delaware and Stanley Dollar, and 
Dollar of Delaware and H. M. Lorber will give 
mutual releases of and from all claims based upon 
past transactions. Commission do likewise . 

16. The Anglo Bank, Dollar of California, Dollar 
Wharf and Warehouse Company, and Dollar of 
Delaware will take all action and proceedings neces- 
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sary or proper to effect an extension of their out¬ 
standing Fillmore-Johnson mortgages for a period 
of one year, without amortization, and so as to 
provide that the rights of the mortgagees shall be 
limited to the collateral. Mutual Release. 

17. The Anglo Bank, Dollar Terminal Steam¬ 
ship Company and the Commission will take all ac¬ 
tion and proceedings and give all consents that may 
be necessary or proper to effect the cancellation of 
the indebtedness of Dollar of Delaware to Terminal 
Steamship Company. (See Compilation, p. 23(c).) 

18. The Anglo Bank and Dollar of Delaware 
will modify the existing amortization schedule for 
the payment of the bank loan so as to provide that the 
payment due on June 13, 1943, shall be $125,000, 
instead of present provision for $225,000. 

19. Dollar of Delaware will take all steps and 
proceedings and will execute and deliver all mort¬ 
gages and other instruments that may be necessary 
or proper to accomplish the following: 

(a) Obtain a five year operating differential sub¬ 
sidy from the Commission; 

(b) Obtain a loan of approximately $1,500,000 
from the Commission for the purpose of meeting 
the expense of repairing and rehabilitating its ves¬ 
sels; and 

(c) Obtain a loan of not less than $2,000,000 
from the Reconstruction Finance Corporation for 
operating capital. 

Time limit. 

20. The Class “A” and “B” stock to be trans¬ 
ferred to the Commission, or its nominee, free and 
clear, the option agreements relating to the Class 
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“A” stock to be transferred subject to existing 
pledges, and the instruments necessary or proper 
to accomplish the objectives and results set forth 
in paragraphs 1 to 16, inclusive, shall forthwith 
be deposited in escrow and the same shall be de¬ 
livered to the respective parties entitled thereto 
when and if the subsidy agreement referred to in 
paragraph 17 [ ? 19 ?] above has been entered into 
and the loans so referred to have been made, or firm 
commitments therefor have been obtained. 


Mr. Harrison: We now offer Stipulation Article 
10, paragraphs (1) and (2), commencing at line 31 
on page 87, as follows: 

'‘Document 10-1 is a true copy of a letter dated 
July 14, 1938, a signed copy of which was sent by 
Mr. Reginald S. Laughlin to each of the persons 
whose names appear thereon as addressees. Enclosed 
with each original of said letter was a draft agree¬ 
ment prepared by said Laughlin, of which Document 
10-2 is a true copy. 

"2. Documents 10-1 and 10-2 were delivered to 
the addressees of Document 10-1 on July 15, 1938; 
on July 14,1938, Mr. Laughlin mailed a copy of Doc¬ 
ument 10-2 to the United States Maritime Commis¬ 
sion, which received it on July 16, 1938. The hand¬ 
written notations on Document 10-2 were not on the 
document as sent and were placed on the particular 
copy of R. Stanley Dollar. 77 

And we offer that as the next plaintiffs’ exhibit. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 124. 
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(Letter, dated July 14, 1938, with at- [852] 
tached document, heretofore referred to as 
Plaintiffs’ Document 10-2 was accordingly 
marked and received in evidence as Plaintiffs’ 
Exhibit No. 124.) 


[Plaintiffs’ Exhibit 124 reads as follows:] 


[Treadwell & Laughlin Letterhead] 

[Note: Handwritten notations appear in italic 
type.] 


July 14, 1938 

Messrs. R. Stanley Dollar 
H. M. Lorber 
Keith R. Ferguson 
Robert Dollar II 

c/o Dollar Steamship Lines, Inc. Ltd. 

The Robert Dollar Company 
Dollar Steamship Line (California) 

San Francisco, California. 

Messrs. Mortimer Fleishhacker 
Herbert Fleishhacker 
Paul Hoover 

c/o The Anglo California National 
Bank of San Francisco 
San Francisco, California. 


Gentlemen: 


Enclosed is a suggested form of agreement re¬ 
specting the proposed Adjustment Plan of Dollar 
Steamship Lines, Inc., Ltd. I believe you will find 
it strictly in accord with our understandings but 
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should appreciate your immediate confirmation, in 
order that the formal approvals that will be re¬ 
quired by the various corporations and by the court, 
so far as the J. Harold Dollar Estate is concerned, 
may be final, and all delays and possibilities of mis¬ 
understandings will be avoided. 

I know you fully appreciate the desirability of 
speed in the matter and respectfuly ask that the 
enclosed copy of this communication be returned 
immediately with your confirmation endorsed 
thereon. 

Very truly yours, 

/s/ REGINALD S. LAUGHLIN. 
RSL:RM Enel. 

Agreement Respecting Adjustment Plan of 
Dollar Steamship Lines, Inc., Ltd. 

This agreement dated July .., 1938, by and be¬ 
tween: 

Dollar Steamship Lines, Inc., Ltd., a Delaware 
corporation, hereinafter referred to as Dollar of 
Delaware; 

Dollar Steamship Line, a California corporation, 
hereinafter referred to as Dollar of California; 

The Robert Dollar Co., a California corporation, 
hereinafter referred to as Robert Dollar Co.; 

Admiral Oriental Line, a Washington corporation 
hereinafter referred to as Admiral Oriental; 

Pacific Lighterage Corporation, a Maine corpo¬ 
ration; 

Olympic Refining Company, a Washington Corpo¬ 
ration; 
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Dollar Wharf & Warehouse Company, a China 
Trade Act corporation; 

Dollar Terminal Steamship Company, a Nevada 
corporation; 

R. Stanley Dollar; 

Keith R. Ferguson and Robert Dollar II, as 
Executors of the Estate of John Harold Dollar, 
also known as J. Harold Dollar, deceased; 

H. M. Lorber; 

The Anglo California National Bank of San 
Francisco, a national bank corporation, hereinafter 
referred to as Anglo Bank; 

Mortimer Fleishhacker; 

Herbert Fleishhacker; and 

United States Maritime Commission, hereinafter 
referred to as the Commission; 

Witnesseth: 

The parties hereto are interested, directly and 
indirectly, financially and otherwise, in Dollar of 
Delaware, and deem the consummation of an Ad¬ 
justment Plan respecting said company, substantially 
as hereinafter outlined, to be mutually advan¬ 
tageous, and each of the parties hereto, in considera¬ 
tion of the premises and the mutual covenants and 
agreements of the parties hereto, hereby respectively 
agree, with all reasonable dispatch, to do all of 
the things and take all of the steps, acts and pro¬ 
ceedings, and execute and deliver all certificates, 
documents, instruments and writings that may be 
necessary or proper on its or his part to accomplish 
or facilitate the consummation of the transactions 
and deeds referred to and set forth in the Adjust¬ 
ment Plan hereinafter outlined- Said Adjustment 
Plan is as follows: 



1086 R. Stanley Dollar, et al 

Adjustment Plan 

Dollar Steamship Lines, Inc., Ltd. 

1. The following Class “ B ’ ’ stock (constituting all 
of such stock issued and outstanding) will be trans¬ 
ferred to the Commission, or its nominee, free and 
clear of all liens and incumbrances: 


(a) Dollar of California. 1,872,210 shares 

(b) Robert Dollar Co. 227,790 shares 

Total . 2,100,000 shares 


2. The following Class “A” stock will be trans¬ 
ferred to the Commission, or its nominee, free and 


clear: 

(a) Harold Dollar Estate.... 24,107 shares 

(b) Stanley Dollar. 1,780 shares 

(c) H. M. Lorber. 9,174 shares 

(d) Mortimer Fleishhacker 

and family. 26,122 shares 

(e) Robert Dollar Company.. 2,075 shares 

(f) Admiral Oriental. 122 shares 


Total . 63,380 shares 


3. The following Class “A” stock will be trans¬ 
ferred to the Commission, or its nominee, subject 
to existing pledges, and during the existence of said 
pledges, the Commission, or its nominee, shall have 
the voting rights accruing to such'stock and the 
pledgor and pledgees will duly execute and deliver 
to the Commission or its nominee, from time to 
time, whenever requested, irrevocable proxies, giv- 
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ing full, unrestricted and unlimited rights to vote all 
such stock: 

Herbert Fleishhacker. 33,000 shares 

4. The following Class "A” stock will be trans¬ 
ferred to the Commission, or its nominee, subject 
to existing pledges and subject to option agreements 
referred to in paragraph 5 hereof: 

(a) Stanley Dollar. 33,600 shares 

(b) Harold Dollar Estate ... 11,273 shares 

(c) Stanley Dollar, Harold 

Dollar and Herbert 
Fleishhacker, jointly .. 6,660 shares 


Total . 51,533 shares 

5. The Anglo Bank as pledgor and the respec¬ 
tive pledgees of the Class “A” stock referred to 
in paragraph 4 above will execute and deliver 
option agreements respecting such stock which shall 
provide: 

(a) So long as the pledge continues, the Com¬ 
mission, or its nominee, shall have all voting rights 
accruing to the pledged “A” stock, and for a period 
of five years from the date of such option agree¬ 
ment no disposition shall be made of any of such 
stock (other than by release to the Commission, or 
its nominee) except subject to the express right of 
the Commission to exercise the voting rights 
thereon, and during the existence of said pledges, 
the Commission, or its nominee, shall have the 
voting rights accruing to such stock and the pledgor 
and pledgees will duly execute and deliver to the 
Commission or its nominee, from time to time, 







1088 


R . Stanley Dollar, et al 


whenever requested, irrevocable proxies, giving full, 
unrestricted and unlimited rights to vote all such 
stock. 

(b) During the life of the pledge, the Commission, 
or its nominee, shall have the right at any time, to 
take over all rights and interests of the pledgee 
(including the rights and interests of the pledgee in 
and to the collateral then pledged) upon payment of 
the loans, or the balance due on account of the loans, 
for which “A 71 stock is so pledged, and in such event 
to release such ‘‘A 77 stock from the pledge and 
transfer the same to the Commission, or its nominee, 
free and clear. 

(c) During the continuation of the pledge, the 
pledged “A” stock shall be released and transferred 
to the Commission, or its nominee, free and clear, 
upon receipt of the pledgee, from any source or 
sources, except only from the proceeds realized from 
the liquidation of pledged collateral other than such 
“A” stock, of payments equal to $2.00 for each share 
of such “A” stock so pledged; and for a period of 
five years from the date of such option agreement no 
disposition shall be made of any such stock (other 
than by release to the Commission, or its nominee) 
except subject to the express right of the Commis¬ 
sion or its nominee to acquire such stock free and 
clear when the aggregate of such receipts, plus ad¬ 
ditional payments that may be made, equal $2.00 
for each such share. 

(d) Unless the “A” stock included in the pledge 
has been released and transferred to the Commis¬ 
sion, or its nominee, free and clear, no collateral 
securing the pledge shall be released from the pledge 
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except for full consideration, and no guarantees 
shall be released, and the Commission, or its nom¬ 
inee, shall have the right to full information re¬ 
specting such pledge and all transactions affecting 
the same. 

6. The management agreement between Dollar of 
California and Robert Dollar Company, dated June 
23,1926 (to which Dollar of Delaware is the assignee 
of Dollar of California), will be terminated and 
cancelled by mutual consent. 

7. Dollar of Delaware will take over and assume 
all leases of Robert Dollar Company for space and 
premises acquired by Robert Dollar Company and 
used by it in the performance of its activities as 
managing agent under and pursuant to said man¬ 
agement agreement of June 23, 1926. 

8. Dollar of Delaware will purchase, and Robert 

Dollar Company will sell, all furniture, furnishings, 
fixtures, equipment and supplies [out] acquired, 
owned and held by Robert Dollar Company for the 
purpose of enabling it to handle its activities as such 
managing agent, including all automobiles so ac¬ 
quired, owned and held, for the sum of $., 

payable $.in cash, and $.in preferred 

stock of Dollar of Delaware at the par value thereof. 

9. Dollar of Delaware shall take into its employ 
all of the personnel of Robert Dollar Company en¬ 
gaged in managing agent’s activities, without any 
obligation to continue any of such personnel in its 
employment; it being understood that there are no 
contracts of employment whatever with any of such 
personnel and if there should be any such contracts 
Dollar of Delaware assumes no liability thereunder. 
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10. Dollar of Delaware will affirm the existing 
lease for space in the Dollar Building, San Fran¬ 
cisco. 

11. Dollar of Delaware will relinquish all rights 
to the use of the name “Dollar,” and all rights 
to use the Dollar flag and insignia within six months 
after the Class “B” stock above referred to has 
been so transferred and has been delivered to the 
Commission, or its nominee. 6 mo from date 

12. The claim of Irving Frank against Dollar of 
Delaware for legal services will be adjusted by an 

agreement to accept and pay the sum of $.for 

all such services. 

13. Dollar of California, Admiral Oriental, Pa¬ 
cific Lighterage Corporation, Robert Dollar Com¬ 
pany and Olympic Refining Company will give such 
confirmations, receipts, releases and agreements as 
may be deemed necessary or proper to foreclose any 
attack on transactions that have been had in con¬ 
nection with the debt adjustments referred to in the 
Compilation of February 17, 1938, pages 22 to 25, 
inclusive. 

14. The Commission and Dollar of Delaware 
will release Stanley Dollar and Dollar of California 
from all liability as co-makers, guarantors or en¬ 
dorsers of the ship mortgage notes. 

15. Dollar of Delaware will agree to hold Stan¬ 
ley Dollar and H. M. Lorber harmless by reason of 
any personal guarantees they have given in connec¬ 
tion with the agreement between Dollar of Delaware 
and Matson Navigation Company. (See Compilation, 
p. 29.) 

16. Dollar of Delaware also will agree to hold 
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Stanley Dollar harmless by reason of his personal 
guarantee of February 20, 1934, to London Steam- ■ 
Ship Owners’ Mutual Insurance Association, Ltd., 
and will make application to said Association to 
release Stanley Dollar from said guarantee, and 
if it should be necessary to accomplish such result 
Dollar of Delaware will undertake to obtain a surety 
company guarantee as a substitute for said personal 
guarantee of Stanley Dollar and if it should be able 
to obtain such substituted guarantee it will do so and 
thereby effect such substitution. 

17. Dollar of Delaware and Stanley Dollar, and 
Dollar of Delaware and H. M. Lorber will give 
mutual releases of and from all claims based upon 
past transactions. 

18. The Anglo Bank, Dollar of California, Dol¬ 
lar Wharf & Warehouse Company, and Dollar of 
Delaware will take all action and proceedings neces¬ 
sary or proper to effect an extension of their out¬ 
standing Fillmore-Johnson mortgages for a period 
of one year, without amortization, and so as to pro¬ 
vide that the rights of the mortgagees shall be 
limited to the collateral. 

19. The Anglo Bank, Dollar Terminal Steamship 
Company and the Commission will take all action 
and proceedings and give all consents that may be 
necessary or proper to effect the cancellation of the 
indebtedness of Dollar of Delaware to Terminal 
Steamship Company. (See Compilation, p. 23(e).) 

20. The Anglo Bank and Dollar of Delaware 
will modify the existing amortization schedule for 
the payment of the bank loan so as to provide that 
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the payment due on June 13, 1943, shall be $125,- 
000, instead of present provision for $225,000. 

21. Dollar of Delaware will take all steps and 
proceedings and will execute and deliver all mort¬ 
gages and other instruments that may be necessary 
or proper to accomplish the following: 

(a) Obtain a five-year operating differential sub¬ 
sidy from the Commission; 

(b) Obtain a loan of approximately $1,500,000 
from the Commission for the purpose of meeting 
the expense of repairing and rehabilitating its ves¬ 
sels; and 

(c) Obtain a loan of not less than $2,000,000 
from the Reconstruction Finance Corporation for 
operating capital. 

22. The Class “A” and “B’ ? stock to be trans¬ 
ferred to the Commission, or its nominee, free and 
clear or subject to existing pledges, the option agree¬ 
ments relating to the Class “A” stock to be trans¬ 
ferred subject to existing pledges, and the instru¬ 
ments necessary or proper to accomplish the objec¬ 
tives and results set forth in paragraphs 1 to 20, 
inclusive, shall forthwith be deposited in escrow and 
the same shall be delivered to the respestive parties 
entitled thereto when and if the subsidy agreement 
referred to in paragraph 21 above has been entered 
into and the loans so referred to have been made, 
or firm commitments therefor have been obtained. 

In Witness Whereof the individual parties have 
executed fifteen counterpart originals of this agree¬ 
ment by affixing their respective signatures thereto, 
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and the other parties have caused such counterparts 
to be executed by their respective duly authorized 
officers or representatives. 

* * * * * 


* * * * * 

Mr. Harrison: 

We now ask to offer Stipulation Article 10, para¬ 
graph 3, at page 88, line 13: 

“3. Document 10-3 is a true copy of a draft agree¬ 
ment which Mr. Laughlin delivered to Mr. R. Stanley 
Dollar in the Anglo Bank on July 15, 1938. Mr. 
Laughlin also sent a copy of Document 10-3 to the 
other addressees of Document 10-1, which they re¬ 
ceived on or about July 18, 1938. The handwritten 
notations on Document 10-3 were not on the docu¬ 
ment as sent and were placed on the particular copies 
by H. M. Lorber.” 

We offer Document 10-3 as another succeeding 
draft of the same document and include in the offer 
the letter enclosing the same. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 125. 

(Draft agreement heretofore referred to as 
Document No. 10-3, was accordingly marked 
and received in evidence as Plaintiffs’ Exhibit 
No. 125.) 
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[Plaintiffs' Exhibit 125 reads as follows:] 

[Treadwell & Laughlin Letterhead] 

[Note: Handwritten notations appear in italic 
type.] 

July 14, 1938 

Messrs. R. Stanley Dollar 
H. M. Lorber 
Keith R. Ferguson 
Robert Dollar II 

c/o Dollar Steamship Lines Inc., Ltd. 

The Robert Dollar Company 
Dollar Steamship Line (California) 

San Francisco, California 
Messrs. Mortimer Fleishhacker 
Herbert Fleishhacker 
Paul Hoover 

c/o The Anglo California National 
Bank of San Francisco 
San Francisco, California 

Gentlemen: 

Enclosed is a suggested form of agreement respect¬ 
ing the proposed Adjustment Plan of Dollar Steam¬ 
ship Lines Inc., Ltd. I believe you will find it strictly 
in accord with our understandings but should appre¬ 
ciate your immediate confirmation, in order that the 
formal approvals that will be required by the various 
corporations and by the court, so far as the J. Harold 
Dollar Estate is concerned, may be final, and all de¬ 
lays and possibilities of misunderstandings will be 
avoided. 

I know you fully appreciate the desirability of 
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speed in the matter and respectfully ask that the 
enclosed copy of this communication be returned im¬ 
mediately with your confirmation endorsed thereon. 

Very truly yours, 

/s/ REGINALD S. LAUGHLIN 

RSL :RM 
Enel. 

Draft No. 2 

Agreement Respecting Adjustment Plan of 
Dollar Steamship Lines Inc., Ltd. 

This Agreement dated July , 1938, by and be¬ 
tween: 

Dollar Steamship Lines Inc., Ltd., a Delaware cor¬ 
poration, hereinafter referred to as Dollar of Dela¬ 
ware; 

Dollar Steamship Line, a California corporation, 
hereinafter referred to as Dollar of California; 

The Robert Dollar Co., a California corporation, 
hereinafter referred to as Robert Dollar Co.; 

Admiral Oriental Line, a Washington corporation 
hereinafter referred to as Admiral Oriental; 

Pacific Lighterage Corporation, a Maine corpora¬ 
tion; 

Olympic Refining Company, a Washington cor¬ 
poration ; 

Dollar Wharf & Warehouse Company, a China 
Trade Act corporation; 

Dollar Terminal Steamship Company, a Nevada 
corporation; 

• R. Stanley Dollar; 
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Keith R. Ferguson and Robert Dollar II, as Ex¬ 
ecutors of the Estate of John Harold Dollar, also 
known as J. Harold Dollar, deceased; 

H. M. Lorber; 

The Anglo California National Bank of Sam Fran¬ 
cisco, a national bank corporation, hereinafter re¬ 
ferred to as Anglo Bank; 

Mortimer Fleishhacker; 

Herbert Fleishhacker; and 

United States Maritime Commission, hereinafter 
referred to as the Commission; 

Witnesseth: 

The parties hereto are interested, directly and in¬ 
directly, financially and otherwise, in Dollar of Dela¬ 
ware, and deem the consummation of an Adjustment 
Plan respecting said company, substantially as here¬ 
inafter outlined, to be mutually advantageous, and 
each of the parties hereto, in consideration of the 
premises and the mutual convenants and agreements 
of the parties hereto, hereby respectively agree, with 
all reasonable dispatch, to do all of the things and 
take all the steps, acts and proceedings, and 
execute and deliver all certificates, documents, in¬ 
struments and writings that it may legally do, take 
or execute and deliver and that may be necessary or 
proper on its or his part to accomplish or facilitate 
the consummation of the transactions and deeds re¬ 
ferred to and set forth in the Adjustment Plan here¬ 
inafter outlined. Said Adjustment Plan is as follows: 
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Adjustment Plan 
Dollar Steamship Lines Inc., Ltd. 

1. The following Class “B” stock (constituting 
all of such stock issued and outstanding) will be 
transferred to the Commission, or its nominee, free 
and clear of all liens and incumbrances: 


(a) Dollar of California.1,872,210 shares 

(b) Robert Dollar Co. 227,790 shares 

Total .2,100,000 shares 


2. The following Class “A” stock will be trans¬ 
ferred to the Commission, or its nominee, free and 


clear: 

(a) Harold Dollar Estate.24,107 shares 

(b) Stanley Dollar. 2,293 shares 

(c) H. M. Lorber. 9,174 shares 

(d) Mortimer Fleishhacker and 

f am ily .26,122 shares 

(e) Robert Dollar Co. 2,075 shares 

(f) Admiral Oriental. 122 shares 


Total.63,893 shares 


3. All rights and interests of the pledgor in and 
to the following Class “A” stock will be transferred 
to the Commission, or its nominee, subject to exist¬ 
ing pledges, and during the existence of said pledges, 
the Commission, or its nominee, shall have the voting 
rights accruing to such stock and the pledgor and 
pledgees will duly execute and deliver to the Commis¬ 
sion or its nominee, from time to time, whenever re- 
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quested, irrevocable proxies, giving full, unrestricted 
and unlimited rights to vote all such stock: 

Herbert Fleishhacker.33,000 shares 

4. All rights and interests of the respective pledg¬ 
ors in and to the following Class “A” stock will be 
transferred to the Commission, or its nominee, sub¬ 
ject to existing pledges and subject to option agree¬ 
ments referred to in paragraph 5 hereof: 

(a) Stanley Dollar.33,600 shares 

(b) Harold Dollar Estate.11,273 shares 

(c) Stanley Dollar, Harold Dollar and 

Herbert Fleishhacker, jointly.... 6,660 shares 


Total.51,533 shares 

5. The Anglo Bank as pledgee and the respec¬ 
tive pledgors of the Class “A” stock referred to in 
paragraph 4 above, will execute and deliver option 
agreements respecting such stock which shall pro¬ 
vide: 

(a) For a period of five years from date, the Com¬ 
mission, or its nominee, shall have all voting rights 
accruing to the pledged “A” stock, and during such 
period no disposition shall be made of any such stock 
(other than by release to the Commission, or its 
nominee) except subject to the express right of 
the Commission to exercise all voting rights thereon, 
and during such period pledgor, pledgees and other 
holders of said stock will duly execute and deliver to 
the Commission, or its nominee, from time to time, 
whenever requested, irrevocable proxies, giving full, 
unrestricted and unlimited rights to vote all such 
stock. 
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(b) For a period of five years from date, the 
Commission, or its nominee, shall have the right, 
at any time, to purchase and take over all rights and 
interests of the pledgee (including the rights and in¬ 
terests of the pledgee in and to all collateral then 
pledged), upon payment of a sum equal to the bal¬ 
ance due on account of the loan for which the “A” 
stock is so pledged, and in such event to release 
such “A” stock from the pledge, and transfer the 
same to the Commission, or its nominee, free and 
clear. 

(c) During the period terminating five years 
from date, the pledged “A” stock shall be released 
and transferred to the Commission, or its nominee, 
free and clear, upon receipt by the pledgee of pay¬ 
ments on account of the loan equal in the aggregate 
to $2.00 for each share of such “A” stock so pledged, 
from any source or sources, except only from the 
proceeds realized from the liquidation of pledged 
collateral, other than such “A” stock (including but 
not limited to any payments that may be made by 
the pledgor; or that may be made by the Commis¬ 
sion, or its nominee, or their respective assigns); 
and during such period no disposition shall be made 
of any such stock (other than by release to the 
Commission, or its nominee) except subject to the 
express right of the Commission, or its nominee, to 
receive such stock free and clear when the aggre¬ 
gate of the payments on account of the loan equals 
$2.00 for each such share. 

(d) For a period of five years from date, unless 
the “A” stock included in the pledge has been 
released and transferred to the Commission, or its 
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nominee, free and clear, no other collateral secur¬ 
ing the pledge shall be released from the pledge, 
except for full consideration (the determination of 
the loan committee of the pledgee in this regard to 
be conclusive), and no guarantee shall be released; 
and the Commission, or its nominee, shall have the 
right to full information respecting such pledge and 
all transactions affecting the same. 

6. The management agreement between Dollar of 
California and Robert Dollar Company, dated June 
23, 1926 (to which Dollar of Delaware is the as¬ 
signee of Dollar of California) will be terminated 
and cancelled by mutual consent. 

7. Dollar of Delaware will take over and assume 
all leases of Robert Dollar Company for space and 
premises acquired by Robert Dollar Company and 
used by it in the performance of its activities as 
managing agent under and pursuant to said man¬ 
agement agreement of June 23, 1926. 

8. Dollar of Delaware will purchase, and Robert 
Dollar Company will sell, all office furniture, 
furnishings, fixtures, equipment and supplies ac¬ 
quired [preceding three words deleted in pencil] 
owned and held by Robert Dollar Company for the 
purpose of enabling it to handle its activities as such 
managing agent, including all automobiles so ac¬ 
quired, owned and held, for the sum of $100,000.00, 
payable $35,000.00 in cash, and $65,000.00 in pre¬ 
ferred stock of Dollar of Delaware at the par value 
thereof. 

[handwritten marginal note: in the leased prem¬ 
ises.'] 

9. Dollar of Delaware shall take into its employ 
all of the personnel of Robert Dollar Company en- 
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gaged in managing agent’s activities, without any 
obligation to continue any of such personnel in its 
employment; it being understood that there are no 
contracts of employment whatever with any of such 
personnel and if there should be any such contracts 
Dollar of Delaware assumes no liability thereunder. 
[Handwritten marginal note: ?] 

10. Dollar of Delaware will affirm the existing 
lease for space in the Dollar Building, San Fran¬ 
cisco. 

11. Dollar of Delaware will relinquish all rights 
to the use of the name “Dollar,” and all rights to 
use of the Dollar flag and insignia within six months 
from the date of this agreement. 

12. The claim of Irving Frank against Dollar 
of Delaware for legal services will be adjusted by 

an agreement to accept and pay the sum of $. 

for all such services. 

13. Dollar of California, Admiral Oriental, Pa¬ 
cific Lighterage Corporation, Robert Dollar Com¬ 
pany and Olympic Refining Company will give such 
confirmations, receipts, releases and agreements as 
may be deemed necessary or proper to foreclose any 
attack on transactions that have been had in con¬ 
nection with the debt adjustments referred to in the 
Compilation of February 17, 1938, pages 22 to 25, 
inclusive. [Handwritten marginal note: ?] 

14. The Commission and Dollar of Delaware will 
release Stanley Dollar and Dollar of California 
from all liability as co-makers, guarantors or en¬ 
dorsers of the ship mortgage notes. 

15. Dollar of Delaware will agree to hold Stan¬ 
ley Dollar and H. M. Lorber harmless by reason of 
any personal guarantees they have given in connec- 
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tion with the agreement between Dollar of Dela¬ 
ware and Matson Navigation Company. (See Com¬ 
pilation, p. 29.) [Handwritten marginal note: in¬ 
cluded co’s . & M . C .] 

16. Dollar of Delaware will agree to hold Stan¬ 
ley Dollar harmless by reason of his personal guar¬ 
antee of February 20, 1934, to London Steam-Ship 
Owners’ Mutual Insurance Association, Ltd., and 
will make application to said Association to release 
Stanley Dollar from said guarantee, and if it should 
be necessary to accomplish such result Dollar of 
Delaware will undertake to obtain a surety company 
guarantee as a substitute for said personal guaran¬ 
tee of Stanley Dollar and if it should be able to 
obtain such substituted guarantee it will do so and 
thereby effect such substitution. [Handwritten mar¬ 
ginal note: inch M.C .] 

17. Dollar of Delaware and Stanley Dollar, and 
Dollar of Delaware and H. M. Lorber will give 
mutual releases of and from all claims based upon 
past transactions. 

18. The Anglo Bank, Dollar of California, Dol¬ 
lar Wharf & Warehouse Company, and Dollar of 
Delaware will take action and proceedings neces¬ 
sary or proper to effect an extension of their out¬ 
standing Fillmore-Johnson mortgages for a period 
of one year, without amortization, and so as to pro¬ 
vide that the rights of the mortgagees shall be 
limited to the collateral. 

19. The Anglo Bank, Dollar Terminal Steam¬ 
ship Company and the Commission will take all ac¬ 
tion and proceedings and give all consents that may 
be necessary or proper to effect the cancellation 
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of the indebtedness of Dollar of Delaware to Term¬ 
inal Steamship Company. (See Compilation, p. 
23(c).) 

20. The Anglo Bank and Dollar of Delaware will 
modify the existing amortization schedule for the 
payment of the bank loan so as to provide that the 
payment due on June 13, 1943, shall be $125,000, 
instead of the present provision for $225,000. 

21. Dollar of Delaware will take all steps and 
proceedings and will execute and deliver all mort¬ 
gages and other instruments that may be necessary 
or proper to accomplish the following: 

(a) Obtain a five-year operating differential sub¬ 
sidy from the Commission; 

(b) Obtain a loan of approximately $1,500,000 
from the Commission for the purpose of meeting 
the expense of repairing and rehabilitating its ves¬ 
sels; and 

(c) Obtain a loan of not less than $2,000,000 from 
the Reconstruction Finance Corporation for operat¬ 
ing capital. 

22. The Class “A” and “B” stock to be trans¬ 
ferred to the Commission, or its nominee, free and 
clear or subject to existing pledges, the option agree¬ 
ments relating to the Class “ A” stock to be trans¬ 
ferred subject to existing pledges, and the instru¬ 
ments necessary or proper .to accomplish the objec¬ 
tives and results set forth in paragraphs 1 to 20, 
inclusive, shall forthwith be deposited in escrow and 
the same shall be delivered to the respective parties 
entitled thereto when and if the subsidy agreement 
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referred to in paragraph 21 above has been entered 
into and the loans so referred to have been made, or 
firm commitments therefor have been obtained. Dol¬ 
lar of Delaware shall pay all escrow fees and all 
stock transfer taxes that may be incurred in con¬ 
nection with the above transactions. 

In Witness Whereof, the individual parties have 
executed fifteen counterpart originals of this agree¬ 
ment by affixing their respective signatures thereto, 
and the other parties have caused such counterparts 
to be executed by their respective duly authorized 
officers or representatives. 

« t * * § 


Mr. Harrison: I withdraw the statement [853] 
about the letter. That is not attached to that particu¬ 
lar document just introduced. 

We next paragraph 4 of the same Article, com¬ 
mencing at line 21, page 88, of the Stipulation as fol¬ 
lows: 

“Document 10-4 is a true copy of a letter dated 
July 16, from Reginald S. Laughlin to Bon Geaslin, 
General Counsel, United States Maritime Commis¬ 
sion, enclosing a copy of Document 10-3 received by 
the latter on July 18, 1938.” 

The Deputy Clerk: Plaintiffs’ Exhibit No. 126. 

(Letter, dated July 16, 1938, heretofore re¬ 
ferred to as Document No. 10-4, was accordingly 
marked and received in evidence as Plaintiffs’ 
Exhibit No. 126.) 
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[Plaintiffs’ Exhibit 126 reads as follows:] 
Air Mail 

July 16,1938. 

Bon Geaslin, Esq., 

General Counsel, 

United States Maritime Commission, 

Washington, D. C. 

Re: Dollar Steamship Lines, Inc., Ltd. 
Dear Mr. Geaslin: 

The telegram authorizing me to close the deal with 
the Dollar interests in accordance with the terms of 
the proposed Adjustment Plan, etc., was received 
yesterday morning, and immediately a copy of the 
suggested form of contract enclosed with my letter 
to you of July 14th was delivered to each of the 
several interested parties. 

Throughout the day conferences were held re¬ 
specting the suggested form of contract and certain 
modifications were agreed to. These are incorporated 
in the enclosed “Draft No. 2—Agreement respect¬ 
ing Adjustment Plan of Dollar Steamship Lines, 
Inc., Ltd.” 

You will note from paragraph 8 of the Adjust¬ 
ment Plan incorporated in the enclosed contract 
that the matter of the acquisition of the furniture, 
fixtures, automobiles, etc., from The Robert Dollar 
Co. has been settled by an agreement to pay $35,000 
in cash and $65,000 in preferred stock. Since the 
original cost of this property according to the rec¬ 
ords of the company exceeded $400,000 and since 
both Mr. Butterfield and Mr. Poole estimate the 
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present depreciated and second-hand value of such 
items to be approximately $100,000, it appears that 
the agreement reached is extremely satisfactory. As 
you know, the preferred stock has practically no 
present market value. It will be necessary to obtain 
a permit to issue this stock from the Corporation 
Commissioner of California, but no difficulty is antic¬ 
ipated in this regard. 

The only matter still open is the claim of Mr. 
Irving Frank for legal services. I understand this 
claim exceeds $50,000 and Mr. Frank refuses to ac¬ 
cept any settlement below $35,000. He includes in 
his claim against the Delaware corporation services 
rendered by him for obtaining the subsidy for the 
American Mail Company and also services for Dol¬ 
lar of California. He does this on the theory that 
they were all connected with the primary objective 
of working out the plan for the Delaware corpora¬ 
tion and that his employment was by the Delaware 
corporation. There can be no question that a $35,000 
fee would be fair, and probably quite inadequate, 
from the standpoint of the volume and importance 
of the services rendered; and any objection to the 
amount asked must be based exclusively upon the 
unsatisfactory character of the services, and upon 
the contention that Mr. Frank was representing con¬ 
flicting interests and his advice and action was to 
the detriment of the Delaware corporation and to 
the interests of the various Dollar affiliates and 
subsidiaries and the individuals interested in such 
affiliates and subsidiaries. I am still hopeful that this 
matter can be satisfactorily adjusted, but I do not 
feel I would be justified in approving a $35,000 fee, 
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and unless an agreement can be reached whereby 
such fee will be substantially reduced the provision 
in paragraph 12 of the Adjustment Plan will be 
entirely eliminated, and after the Commission takes 
over the Delaware corporation its Board of Direc¬ 
tors will be obliged to effect a settlement of the 
claim and, if it is unable to do so, to decide whether 
it should be paid or litigated. 

It is anticipated that meetings will be held of the 
several Dollar companies next Monday to approve 
the proposed agreement, and it is hoped that the 
matter can be presented to the Probate Court, so 
far as the Harold Dollar Estate is concerned, during 
the coming week. However, it may be necessary to 
delay the presentation to such court for a longer 
period in order to give the creditors of the estate 
such notice of the hearing as may be required. 

I suggest in the interests of time that you review 
the authorization from the Reconstruction Finance 
Corporation and determine whether you desire to 
obtain any modifications therein in view of the way 
the situation has developed. I suggest also that the 
proposed subsidy agreement be similarly reviewed 
and the Commission’s resolution of June 1938, 
be appropriately modified so as to permit the deal 
to be closed in accordance with the terms of the 
Adjustment Plan. 

I shall be in Los Angeles before the Federal 
Court on Monday, but will return Monday night and 
be back in San Francisco Tuesday morning. I then 
shall communicate with you and advise you of 
developments and probably will request explicit 
authority to execute the proposed enclosed form of 
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contract on behalf of the Commission. At that time 
I should also be advised whether the Commission 
desires the stock it is to obtain free and clear, and 
the rights and interests in the stock it is to obtain 
subject to the pledges and option agreements, is to 
be taken in its name or in the name of its nominee 
and, if the latter, who is to act as such nominee. 

Early next week it should be possible to know 
whether everything required in connection with the 
deal can be completed without the necessity of 
obtaining any extension of the present subsidy agree¬ 
ment While the present subsidy agreement expires 
on July 25th, subsidy payments will nevertheless 
thereafter continue to accrue on account of all sail¬ 
ings commenced prior to that date, and, so far as 
such sailings are concerned, no advantage would be 
gained by an extension of the agreement or by hav¬ 
ing a new agreement attach prior to the time of 
later sailings. I understand that there will be no 
such new sailings prior to about August 8th and, if 
it should be possible to clean up all of the necessary 
matters before that time, it may be advisable to 
make no request for an extension. 

Very truly yours, 

RSL:T—Enclo. [Pencilled note: dc Mr. Poole.] 


Mr. Harrison: We next offer Dollar of Delaware 
minutes, 2-A-21, Document, being the minutes of 
July 18, 1938, and we do not think it is necessary at 
this time to read anything from the minutes except 
for a portion appearing on the second page, as fol¬ 
lows: 
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The Deputy Clerk: Plaintiffs’ Exhibit No. 127. 

(Minutes of Dollar of Delaware dated July 18, 
1938, heretofore referred to as Document No. 
2-A-21, was accordingly marked and received in 
evidence as Plaintiffs’ Exhibit No. 127.) 

Mr. Harrison: (Reading) 

“The adjustment plan submitted to this cor- [854] 
poration and associated companies and individuals 
by Mr. Laughlin, representing the Maritime Com¬ 
mission, was taken up for consideration. The para¬ 
graphs numbered 6 to 11, inclusive, 14 to 18, inclu¬ 
sive, and 20 to 21 inclusive, contained matters upon 
which the Board was required to act 

“Paragraphs 6 and 7 were approved by the Board. 

“Paragraph 8 was approved provided the phrase¬ 
ology of the provision therein contained is revised. 

“Paragraph 9 was next considered by the Board. 
With regard thereto Mr. Dollar expressed his insist¬ 
ence that the company take over the personnel of 
The Robert Dollar Co., because he feels there is an 
obligation to do so. Mr. Dollar stated there were no 
contracts with any of the employees, but reiterated 
that the employees had certain rights, and that he 
was determined to see they were fairly dealt with. 
Messrs. Jackson and Wren agreed with Mr. Dollar 
that there was a definite obligation to take care of the 
employees.” 

There also appears in those minutes that the draft 
of the agreement presented by Mr. Laughlin was 
spread upon the minutes. 

We next offer Document 2-017, being the prelimi- 
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nary draft of the same minutes, and ask that [855] 
they be marked exhibit for plaintiffs next in order. 
The Deputy Clerk: Plaintiffs’ Exhibit No. 128. 

(Draft of minutes of July 18,1938, heretofore 
referred to as Document No. 2-C-17, was accord¬ 
ingly marked and received in evidence as Plain¬ 
tiffs’ Exhibit No. 128.) 

[Plaintiffs’ Exhibit 128 reads in part as fol¬ 
lows :] 

Board of Directors Meeting Dollar Steamship 
Lines, Inc., Ltd. 

July 18, 1938, 3:00 pm. 

* * * * * 

It was suggested by Mr. Poole that the Directors 
go over the various points in Mr. Laughlin’s Adjust¬ 
ment Plan, Draft No. 2 pertaining to Dollar of 
Delaware and pass on these various points. These 
points were 6 to 11 inclusive, 14 to 18 inclusive and 
20 to 21 inclusive. 

■****■» 

Mr. Dollar stated that he did not agree with the 
phraseology of the paragraph in that it states Dol¬ 
lar of Delaware will take over the personnel of the 
Robert Dollar Co. but will have no obligation to con¬ 
tinue their employment. He stated that the one thing 
he had been striving for was a continuation of em¬ 
ployment for the employes and stated that although 
he was getting nothing out of it, he was going to see 
that the employes got a square deal. Mr. Dollar 
further stated that Dollar of Delaware will have to 
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accept the legal responsibility to the employes and 
must deal fairly with them. The legal rights of the 
employes must be respected. There is also the human 
element to be considered as many of the employes 
have been with the organization from 15 to 35 years 
and it certainly would not be right to have them 
shunted out at this time. 

Mr. Poole stated that if the employes had any 
legal rights that naturally it would go without say¬ 
ing that Dollar of Delaware would have to adhere to 
them and that it would not be necessary to specifically 
state this in the paragraph. 

Mr. Dollar stated that there were no contracts 
with any of the employes, but reiterated that the 
employes had certain rights and that he was going 
to see they were fairly dealt with. 

Mr. Jackson stated that even though there was 
no specific legal obligation to the employes there 
was certainly a moral obligation to them. 

Mr. Wren stated that he agreed with Mr. Dollar 

that there was a definite obligation to the employes. 

* * * * * 


* * * * * 

Mr. Harrison: We next offer Stipulation Article 
VI, Paragraph [857] R, Subdivision 2, Paragraph 
S, commencing at line 2 of Page 69 of the stipulation, 
being Subdivision 2 of that paragraph: 

“2. July 18, 1938:—The S.S. Presidents Harri¬ 
son, Van Buren and Garfield had been libeled after 
June 24, 1938 by United Shipyards Co. and Troy 
Machine Co. for repairs, and the libels were still in 
effect; the amount of the libels in effect was $380,000. 
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S. The foregoing libels remained in effect until 
after October 26,1938.” 

We next offer Document 2-F-57, being the Mari¬ 
time Commission minutes for July 20, 1938. This 
is merely another document, may it please the Court, 
that informs the history of these drafts and we 
merely ask that it be marked in evidence at this time. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 129. 

(Maritime Commission minutes dated July 20, 
1938, heretofore referred to as Document 2-F-57, 
was accordingly marked and received in evi¬ 
dence as Plaintiffs' Exhibit No. 129.) 


[Plaintiffs' Exhibit 129 reads as follows:] 

DOLLAR STEAMSHIP LINES, INC., LTD.- 
LONG TERM SUBSIDY 

The Commission noted the following memoran¬ 
dum, dated July 20,1938, from the General Counsel: 

“Subject: Dollar Steamship Lines, Inc., 
Ltd. 

“There have been previously circulated among 
the members of the Commission letters from Regin¬ 
ald S. Laughlin, Special Counsel, dated July 14, 
1938, and July 16, 1938, and the draft agreement 
between the Commission, Dollar Steamship Lines, 
Inc., Ltd., and the various other parties mentioned 
in the agreement, enclosed in the letter of July 16, 
1938. 

“I have carefully reviewed these letters and the 
draft agreement. In my opinion they, with the 
changes I have suggested to Mr. Laughlin, cover the 


vs. Emory S. Land, et al 1113 

subject matter of the negotiations which he has been 
conducting on behalf of the Commission. 

“1. I therefore recommend that the execution of 
the agreement be approved subject to the following 
conditions: 

A. The General Counsel shall be authorized to 
make such changes as to form and matters of detail 
as he deems advisable. (In this connection I have 
particularly in mind making sure that the release of 
Dollar of California and R. Stanley Dollar of their 
present obligations as guarantors, endorsers, or 
co-makers of the ship sales notes shall not in any 
way release Dollar of Delaware nor shall any con¬ 
sideration to the Commission for the release of said 
two other parties be credited in any amount against 
the obligations of Dollar of Delaware.) 

B. Paragraph 12 is to be omitted unless Mr. Irv¬ 
ing H. Prank agrees that the total amount of his 
charges for legal fees and disbursements payable by 
Dollar of Delaware shall not exceed $15,000. (If the 
other Dollar interests wish to pay any additional 
sum to Mr. Frank on account of such fees and dis¬ 
bursements I do not think that the Commission 
need be concerned therewith.) 

“2. If the foregoing recommendation meets with 
the approval of the Commission, I suggest that Mr. 
Mausshardt, District Manager at San Francisco, 
California, be authorized by appropriate resolution 
of the Commission to execute the proposed agree¬ 
ment on behalf of the Commission in such form as 
may be approved by Reginald S. Laughlin, Special 
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Counsel. The Legal Division will prepare forthwith 
a proper resolution containing such authorization. 

“3. For the present at least, I would suggest that 
the stock be taken in the name of a nominee of the 
Commission who could appropriately be either the 
Chairman or some other member of the Commission 
or the District Manager. The stock certificate is to 
be endorsed by the nominee in blank and held by 
the Commission. 

“4. I transmitted this afternoon a teletype mes¬ 
sage to Mr. Laughlin which for the most part deals 
with matters of detail in connection with the pro¬ 
posed agreement but as to which the following is 
submitted for the information of the Commission. 

A. Inquiry was made of Mr. Laughlin as to 
whether the Operator was obtaining from the Rob¬ 
ert Dollar Company the Shanghai tender. My in¬ 
formation is that this tender is an important part 
of the physical facilities for operation of the Dollar 
vessels in the port of Shanghai. 

B. It has not yet been finally determined by the 
Legal Division as to whether or not pier and office 
leases are included within the term 1 kindred serv¬ 
ices’ as that term is used in Section 803 of the 
Merchant Marine Act, 1936, as amended. The tele¬ 
type suggests a reservation as to the Commission’s 
rights under the said section. 

“5. Paragraph 17 of the proposed agreement in 
effect gives R. Stanley Dollar and H. M. Lorber 
immunity from civil actions on the part of Dollar 
of Delaware for any past acts on their part which 
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might be open to attach as legally improper (e.g., 
improper payment of commissions on the purchase 
of the vessels from the Shipping Board, improper 
withdrawals of assets and other practices which 
have been criticized in the past). On the other 
hand these persons might have claims for commis¬ 
sions or otherwise which would be released by th i s 
paragraph. The matter is sufficiently important from 
the point of view of the policy so that it should be 
brought to the attention of the Commission. 

/s/ BON GEASLIN, 

General Counsel.” 

“Noted: /%/ J.R.S.C.” 


Mr. Harrison: We next offer that part of Stipu¬ 
lation Article II, Paragraph G, beginning on line 
29, at Page 16-A, as follows: 

“Document 2-G-23 is a teletype dated July 20, 
1938 from Mr. Bon Geaslin to Mr. Laughlin. 77 

And we ask that that likewise be introduced [858] 
in evidence for the same purpose as those just pre¬ 
ceding it. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 130. 

(Telegram heretofore referred to as Docu¬ 
ment No. 2-G-23 was accordingly marked and 
received in evidence as Plaintiffs’ Exhibit No. 
130.) 
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[Plaintiffs' Exhibit 130 reads as follows:] 

Via teletype 

July 20, 1938 

Mausshardtx 
San Francisco Office 

For Laughlin 

In connection with your draft Number Two of 
proposed agreement between the Commission Dol¬ 
lar of Delaware and other parties I have the follow¬ 
ing suggestions 

One In Paragraph Five A the words pledgor 
pledgees should be pledgee pledgors 

Two In Paragraph Six add at the end thereof the 
words without payment by either party 

Three In Paragraph Seven add the words Such 
assignment and assumption to be without prejudice 
however to any rights against any landlord 

Four I suggest Paragraph Eleven be rephrased 
somewhat as follows 

Quote For a period of six months from the date 
of the transfer of the Class A and Class B stock of 
Dollar of Delaware as provided for in Paragraph 
Twenty Two hereof Dollar of Delaware shall con¬ 
tinue to have the right to use the name Dollar and 
all rights to use the Dollar flag and insignia without 
payment of any compensation therefor. At the end 
of said period such right shall be relinquished 
unquote 

Five In Paragraph Fourteen add the following 
sentence 

Quote Dollar of Delaware agrees however that 
such releases shall not release or in any way impair 
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its obligations under said notes or under the mort¬ 
gages securing the same nor shall any credit as to 
principal or interest be given to Dollar of Delaware 
by virtue of any consideration given to the Com¬ 
mission for such releases unquote 

Six With respect to Paragraph Twelve I am 
recommending to the Commission that the total 
claim of Irving Frank against Dollar of Delaware 
for legal fees and disbursements shall be settled for 
not more than fifteen thousand dollars and that the 
Commission be not concerned with claims of Mr. 
Frank against other Dollar interests. If Mr. Frank 
will not limit his claim against Dollar of Delaware 
to fifteen thousand dollars then I have recommended 
the elimination of Paragraph Twelve from the 
agreement. I will advise you on this matter as soon 
as the Commission has taken action. 

Seven There should be a general clause to the 
effect that all steps taken in consummation of the 
adjustment plan are to be taken in a manner satis¬ 
factory to the General Counsel of the Commission 
or counsel designated by him and all agreements 
and other instruments executed pursuant thereto are 
to be in form and substance satisfactory to the 
General Counsel or said designated counsel 

Eight With reference to Paragraphs Seven and 
Ten of the plan there should be inserted a statement 
to the effect that the Commission in entering into 
this agreement reserves the right to require modi¬ 
fication of said leases to comply with the require¬ 
ments of section eight naught three of the Merchant 
Marine Act Nineteen Hundred Thirty Six as 
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amended if it shall determine that such leases fall 
within the provisions of said Section. 

Nine With reference to Paragraphs Three Four 
and Five there should be inserted in each of such 
paragraphs or by separate paragraph a provision to 
the effect that the certificates evidencing the shares 
of stock being transferred subject to existing pledges 
should be stamped with a legend making appro¬ 
priate reference to the provisions of the adjustment 
plan agreement applicable to such shares. 

Ten With reference to Paragraph Twenty One 
I suggest that there be added at the end of Sub- 
paragraph A the words quote including the filing 
of a formal application therefor pursuant to general 
order Number Thirteen of the Commission un¬ 
quote and that there be added at the end of said 
Paragraph Twenty One substantially the following 
quote and will comply with all the requirements of 
the Commission and the Reconstruction Finance 
Corporation as to security or otherwise which may 
be imposed as conditions to the granting of such 
subsidy or the making of such loan or loans un¬ 
quote 

In confirmation our telephone conversation this 
afternoon I understand you are looking into the 
matter of obtaining for Dollar of Delaware the 
Shanghai tender and also are examining into the 
question as to whether or not the payment by Dol¬ 
lar of Delaware of stamp taxes on the transfer of 
the Class A and Class B stock is within its corpo¬ 
rate powers. 


GEASLINX 
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Mr. Harrison: We next offer Article X of the 
Stipulation, Paragraphs 5 and 6, commencing at 
Page 88, line 26, as follows: 

“Document 10-5 is a true copy of a draft agree¬ 
ment, copies of which Reginald S. Laughlin delivered 
to R. Stanley Dollar on July 21,1938 and, on or about 
July 22,1938, to each of the other addressees of Docu¬ 
ment 10-1. The handwritten notations on Document 
10-5 were not on the document as sent and -were 
placed on the particular copy by Charles King.” 

The Court: Now, parenthetically, who was or who 
is Charles King? 

Mr. Harrison: He was then Executive Vice-Presi¬ 
dent of Dollar of Delaware. 

Mr. Siegel: And is now? 

Mr. Harrison: No. He has not been with Dollar of 
Delaware— 

Mr. Siegel: The Court asked who he is now. [859] 

Mr. Harrison: He is now a gentleman who is an 
employee of the Robert Dollar Company of San 
Francisco. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 131. 

(Draft agreement heretofore referred to as 
Document 10-5 was accordingly marked and re¬ 
ceived in evidence as Plaintiffs’ Exhibit No. 
: 131.) 
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[Plaintiffs’ Exhibit 131 reads as follows:] 

[Note: Handwritten notations are shown in italic 
type.] 

DRAFT No. 2(a) 

Agreement Respecting Adjustment Plan of 
Dollar Steamship Lines, Inc., Ltd. 

This agreement dated July .., 1938, by and be¬ 
tween: 

Dollar Steamship Lines, Inc., Ltd., a Delaware 
corporation, hereinafter referred to as Dollar of 
Delaware; 

Dollar Steamship Line, a California corporation, 
hereinafter referred to as Dollar of California; 

The Robert Dollar Company, a California corpo¬ 
ration, hereinafter referred to as Robert Dollar Co.; 

Admiral Oriental Line, a Washington corpora¬ 
tion, hereinafter referred to as Admiral Oriental; 

Pacific Lighterage Corporation, a Maine corpora¬ 
tion; 

Olympic Refining Co., a Washington corporation; 

Dollar Wharf & Warehouse Company, a China 
Trade Act corporation; 

Dollar Terminal Steamship Company, a Nevada 
corporation; 

R. Stanley Dollar; 

Keith R. Ferguson and Robert Dollar II, as Ex¬ 
ecutors of the Estate of John Harold Dollar, also 
known as J. Harold Dollar, deceased; 

H. M. Lorber; 

The Anglo California National Bank of San 
Francisco, a national bank corporation, hereinafter 
referred to as Anglo Bank; 
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Mortimer Fleishhacker; 

Herbert Fleishhacker; and 

United States Maritime Commission, hereinafter 
referred to as the Commission; 

Witnesseth: 

The parties hereto are interested, directly and in¬ 
directly, financially and otherwise, in Dollar of Del¬ 
aware, and deem the consummation of an Adjust¬ 
ment Plan respecting said company, substantially 
as hereinafter outlined, to be mutually advan¬ 
tageous, and each of the parties hereto, in considera¬ 
tion of the premises and the mutual covenants and 
agreements of the parties hereto, and each of the 
parties hereto other than the Commission, in con¬ 
sideration of the granting of the operating differ¬ 
ential subsidy and the loan for repairs, rehabilita¬ 
tions and reconditioning referred to in said Adjust¬ 
ment plan, [Handwritten interlined note: all of the 
parties hereto'] hereby respectively agree, with all 
reasonable dispatch, to do all of the things and take 
all of the steps, act and proceedings, and execute and 
deliver all certificates, documents, instruments and 
writings that it may legally do, take or execute and 
deliver and that may be necessary or proper on its or 
his part to accomplish or facilitate the consummation 
of the transactions and deeds referred to and set forth 
in the Adjustment Plan hereinafter outlined. Said 
Adjustment Plan is as follows: 

Adjustment Plan 

Dollar Steamship Lines, Inc., Ltd. 

1. The following named parties will transfer, or 
cause to be transferred, to the Commission, or its 
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nominee, free and clear of all liens and incumb¬ 
rances, the following listed Class “B” stock of Dol¬ 
lar of Delaware: 

(a) Dollar of California. 1,872,210 shares 

(b) Robert Dollar Co. 227,790 shares 

[Handwritten marginal note: R. D. transfer to 
Calif.] 


Total . 2,100,000 shares 

2. The following named parties will transfer, 
or will cause to be transferred, to the Co mmis sion, 
or its nominees, free and clear of all liens and in¬ 
cumbrances, the following listed Class “A” stock 


of Dollar of Delaware: 

(a) Harold Dollar Estate.... 24,107 shares 

(b) R. Stanley Dollar. 2,293 shares 

(c) H. M. Lorber. 9,174 shares 

(d) Mortimer Fleishhacker . 26,122 shares 

(e) Robert Dollar Co. 2,075 shares 

[Handwritten Marginal note: R. D. transfer to 

Calif.] 

(f) Admiral Oriental. 122 shares 


Total. 63,893 shares 

3. All rights and interests of the pledgor in and 


to the following listed Class “A” stock of Dollar 
of Delaware will be transferred to the Commis¬ 
sion, or its nominee, subject to existing pledges, 
and during the existence of said pledges, the Com- 
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mission, or its nominee, shall have the voting rights 
accruing to such stock and the pledgor and pledgees 
will duly execute and deliver to the Commission, or 
its nominee, from time to time, whenever requested, 
irrevocable proxies, giving full, unrestricted and un¬ 
limited rights to vote all such stock; 

Herbert Fleishhacker. 33,000 shares 

4. All rights and interests of the respective 
pledgors in and to the following listed Class “A” 
stock of Dollar of Delaware will be transferred to 
the Commission, or its nominee, subject to existing 
pledges and subject to option agreements referred 


to in paragraph 5 hereof: 

(a) R. Stanley Dollar. 33,600 shares 

(b) Harold Dollar Estate.... 11,273 shares 

(c) R. Stanley Dollar, Harold 

Dollar and Herbert 
Fleishhacker, jointly .. 6,660 shares 


Total . 51,533 shares 


5. The Anglo Bank as pledgee and the respective 
pledgors of the Class “A” stock referred to in para¬ 
graph 4 above, will execute and deliver option agree¬ 
ments respecting such stock which shall provide: 

(a) For a period of five years from date, the Com¬ 
mission, or its nominee, shall have all voting rights 
accruing to the pledged “A’ 7 stock, and during such 
period no disposition shall be made of any such 
stock (other than by release to the Commission, or 
its nominee) except subject to the express right of 
the Commission to exercise all voting rights thereon, 
and during such period the pledgee, pledgors and 
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other holders of said stock will duly execute and 
deliver to the Commission, or its nominee, from 
time to time, whenever requested, irrevocable 
proxies, giving full, unrestricted and unlimited 
rights to vote all such stock. 

(b) For a period of five years from date, the 
Commission, or its nominee, shall have the right, at 
any time, to purchase and take over all rights and 
interests of the pledgee (including the rights and 
interests of the pledgee in and to all collateral then 
pledged), upon payment of a sum equal to the bal¬ 
ance due on account of the loan for which the “A” 
stock is so pledged, and in such event to release such 
“A” stock from the pledge and transfer the same 
to the Commission, or its nominee, free and clear. 

[Handwritten marginal note: Only A Stock ] 

(c) During the period terminating five years 
from date, the pledged “A” stock shall be released 
and transferred to the Commission, or its nominee, 
free and clear, upon receipt by the pledgee of pay¬ 
ments on account of the loan equal in the aggregate 
to $2.00 for each share of such “A” stock so 
pledged, from any source or sources, except only 
from the proceeds realized from the liquidation of 
pledged collateral other than such “A” stock (in¬ 
cluding but not limited to any payments that may 
be made by the pledgor; or that may be made by the 
Commission, or its nominee, or their respective 
assignees); and during such period no disposition 
shall be made of any such stock (other than by re¬ 
lease to the Commission, or its nominee) except sub¬ 
ject to the express right of the Commission, or its 
nominee, to receive such stock free and clear when 
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the aggregate of such payments on account of the 
loan equals $2.00 for each such share. [Handwritten 
marginal note: ?] 

(d) For a period of five years from date, unless 
the “A 7 - stock included in the pledge has been re¬ 
leased and transferred to the Commission, or its 
nominee, free and clear, no other collateral securing 
the pledge shall be released from the pledge, except 
for full consideration [Interlined note: market value 

of collateral so released'] (the deteimination of the 

loan committee of the pledgee in this regard to be 
conclusive) and no guarantee shall be released; and 
the Commission, or its nominee, shall have the right 
to full information respecting such pledge and all 
transactions affecting the same. [Handwritten mar¬ 
ginal note: ?] 

(e) A legend shall be stamped upon all certificates 
evidencing the stock covered by said option agree¬ 
ments, making appropriate reference to said agree¬ 
ments and to the transfer of rights and interests 
in and to said stock in accordance with paragraph 
4 of this Adjustment Plan. 

6. Dollar of Delaware will make cash payments 
to such of the parties hereto as may incur expense 
for stock transfer taxes in connection with the 
transfers above referred to, which payments shall 
equal the respective amounts of such expenses so 
incurred. 

7. The management agreement between Dollar of 
California and Robert Dollar Co., dated June 23, 
1926 (to which Dollar of Delaware is the assignee 
of Dollar of California) will be terminated and 
cancelled by mutual consent. [Handwritten interlined 
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note: agreement .] The matter of the adjustment or 
settlement of any rights and claims in connection with 
said contract as between Dollar of California and 
Robert Dollar Co. shall be handled by said companies 
by separate agreement on such basis as may be agreed 
to by and between them, but no obligations or liabil¬ 
ity shall be imposed upon or result or accrue to any 
of the other parties hereto by reason of such ter¬ 
mination and cancellation. 

8. Dollar of Delaware will take over and as¬ 
sume all leases of Robert Dollar Co. for offices, space 
and premises acquired by Robert Dollar Co. and 
used by it in the performance of its activities as 
managing agent under and pursuant to said man¬ 
agement agreement of June 23, 1926, exclusive of 
the office at Manila, P. I., in such manner that Dol¬ 
lar of Delaware shall assume no obligation to any 
landlord which shall be more extensive than the 
existing obligation of Robert Dollar Co. and so as to 
preserve and vest in Dollar of Delaware all rights, 
if any exist, against any landlord by reason of said 
leases. Dollar of Delaware will hold Robert Dollar 
Co. harmless by reason of any liability or obliga¬ 
tions that it has or may have by reason of said 
leases which arose or may arise subsequent to Janu- 
uary 25, 1938. For a period of six months from date 
Dollar of Delaware shall have the right but shall 
have no obligation to use and occupy the space in 
said premises at Manila, P. I., at the same rental 
which it has been paying therefor since January 25, 
193S. 

9. Dollar of California will acquire from Robert 
Dollar Co. clear and unincumbered title to all office 
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furniture, furnishings, fixtures and equipment now 
situate in the offices and premises referred to in 
paragraph 8 hereof, including said office at Manila, 
P. I., and also all other such property (if there 
should be any) which Robert Dollar Co. acquired 
for the purpose of handling its activities as said 
managing agent and which it now owns and holds, 
and also all automobiles so acquired, owned and 
held (including, but without limitation, the Chrysler 
automobile used by Robert Dollar in San Fran¬ 
cisco), [Handwritten marginal note: $475 Blue 
Book] and Dollar of California will sell all said prop¬ 
erty to Dollar of Delaware, and Dollar of Delaware 
will purchase all of said property from Dollar of 
California, for the sum of $100,000, payable $35,000 
in cash, and $65,000 in preferred stock of Dollar of 
Delaware at the par value thereof. 

10. Dollar of Delaware will take into its employ 
all of the personnel of Robert Dollar Co. engaged in 
managing agent’s activities. Robert Dollar Co. rep¬ 
resents and warrants that it has no contracts of em¬ 
ployment with any of said employees, nor has it any 
undischarged obligations or liabilities to any of said 
employees which said employees were legally en¬ 
titled to have had discharged on or prior to Janu¬ 
ary 25,1938, notwithstanding their employment con¬ 
tinued after said date. Dollar of Delaware shall have 
no obligation to retain any of said employees, and 
shall have no obligations or liability to any of said 
employees in the event it hereafter should terminate 
their employment, except only such obligations and 
liability as may be imposed by law. 

11. Dollar of Delaware will affirm the existing 



1128 


R. Stanley Dollar, et al 


lease for space in the Dollar Building, San Fran¬ 
cisco, and such lease shall be duly approved by the 
Commission. 

12. Dollar of Delaware will relinquish all rights 
to the use of the name “Dollar, 7 ’ and all rights to use 
the Dollar flag and insignia, within six months from 
the date of this agreement. During such six months 
period, unless said rights are earlier so relinquished. 
Dollar of Delaware will continue to have the right 
to use said name, flag and insignia. 

13. The claim of Irving Frank against Dollar 
of Delaware for legal services will be adjusted by an 

agreement to accept and pay the sum of $.for 

all such services. 

14. Dollar of California, Admiral Oriental, Pa¬ 
cific Lighterage Corporation, Robert Dollar Co. and 
Olympic Refining Co. will give such confirmations, 
receipts, releases and agreements as may be deemed 
necessary or proper to foreclose any attack on trans¬ 
actions that have been had in connection with the 
debt adjustments referred to in the Compilation of 
February 17, 1938, pages 22 to 25, inclusive. 

15. The Commission and Dollar of Delaware will 
release R. Stanley Dollar and Dollar of California 
from all liability as makers, co-makers, guarantors 
or endorsers of the ship mortgage notes covering 
the Steamships President Harrison, Hayes, Adams, 
Garfield, Polk, Monroe, Van Buren, Taft, Cleveland, 
Wilson, Lincoln and Pierce, in such manner as to 
preserve and protect the liability of Dollar of Del¬ 
aware on said ship mortgages and the priorities of 
said mortgages, and Dollar of Delaware will do and 
take all action and proceedings and authorize, exe- 
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cute and deliver all instruments and writings that 
may be necessary to accomplish such result or that 
the Commission may deem advisable for such pur¬ 
pose, and agrees that said releases shall not release 
or in any way impair its obligations under said 
notes or said mortgages securing the same, nor shall 
any credits be allowed or given thereon, either as 
to principal or interest, by reason of the stock 
transfers or other consideration that may be re¬ 
ceived by the Commission under the terms and pro¬ 
visions thereof. The Commission and Dollar of Del¬ 
aware will deliver to R. Stanley Dollar and Dollar 
of California such instruments as may be necessary 
or proper to evidence said releases, and the Commis¬ 
sion shall return to R. Stanley Dollar and Dollar 
of California all said ship mortgage notes on which 
there are no other makers, co-makers or endorsers. 

16. Dollar of Delaware will hold Robert Dollar 
Co., Dollar of California, Admiral Oriental, and 
their respective officers and directors, harmless 
[Handwritten marginal note: M.C.? Personally ?] 
from all liability that has or may hereafter accrue 
under that certain contract dated April 23, 1930, by 
and between Robert Dollar Co., Dollar of California, 
Admiral Oriental, and Dollar of Delaware, as parties 
of the first part and collectively referred to in said 
agreement as the Dollar companies, and Matson 
Navigation Company, Matson Navigation Corpo¬ 
ration, Ltd., and Oceanic Steamship Company, as 
parties of the second part and collectively referred 
to in said agreement as the Matson companies, by 
reason of any actions on the part of Dollar of Del¬ 
aware which have created or may hereafter create 
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any liability to said Matson companies for which 
said Dollar companies, or their respective officers or 
directors, may be held accountable. 

17. Dollar of Delaware will hold R. Stanley Dol¬ 
lar, personally and as an officer and director of 
Dollar of Delaware, harmless by reason of his per¬ 
sonal guarantee of February 20, 1934, to London 
Steam-Ship Owners 7 Mutual Insurance Association, 
Ltd., and will make application to said Association 
to release R. Stanley Dollar from said guarantee, 
and if it should be necessary to accomplish such 
result Dollar of Delaware will undertake to obtain 
a surety company guarantee as a substitute for said 
personal guarantee of R. Stanley Dollar and if it 
should be able to obtain such substituted guarantee 
it will do so and thereby effect such substitution. R. 
Stanley Dollar shall have the right to give notice 
to said Association that he withdraws all said per¬ 
sonal guarantees. 

18. Dollar of Delaware and R. Stanley Dollar, 
and Dollar of Delaware and H. M. Lorber, will give 
mutual releases of and from all claims based upon 
past transactions. 

19. The Commission, the Amglo Bank, Dollar 
of California, Dollar Wharf & Warehouse Com¬ 
pany, and Dollar of Delaware will take all action 
and proceedings necessary or proper to effect 
an extension of their outstanding Fillmore-Johnson 
mortgages for a period of one year, without amorti¬ 
zation, and so as to provide that the rights of the 
mortgagees shall be limited to the collateral. [Hand¬ 
written marginal note: May 26 letter of Bank.] 

20. The Anglo Bank, Dollar Terminal Steam- 
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ship Company and the Commission will take all 
action and proceedings and give all consents that 
may be necessary or proper to effect the cancella¬ 
tion of the indebtedness of Dollar of Delaware to 
Terminal Steamship Company. (See Compilation, 
P- 23(c).) 

21. The Anglo Bank and Dollar of Delaware will 
modify the existing amortization schedule for the 
payment of the bank loan so as to provide that the 
payment due on June 13, 1943, shall be $125,000 
instead of the present provision for $225,000. 

22. Dollar of Delaware will take all steps and 
proceedings and will duly authorize, execute and 
deliver all formal applications that may be required 
by the Commission and by the Reconstruction 
Finance Corporation, and all mortgages, promissory 
notes and other instruments that may be necessary 
or proper to: 

(a) Obtain a five-year operating differential sub¬ 
sidy from the Commission; 

(b) Obtain a loan of approximately $1,500,000 
from the Commission for the purpose of meeting 
the expense of repairing, rehabilitating and recon¬ 
ditioning its vessels; and 

(c) Obtain a loan of not less than $2,000,000 from 
the Reconstruction Finance Corporation for operat¬ 
ing capital; and 

(d) Meet and comply with all requirements of 
the Commission and the Reconstruction Finance 
Corporation as to security or otherwise which may 
be imposed as conditions to granting said subsidy 
and said loan or loans. 

23. The Class “A” stock and Class “B” stock 
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to be transferred to the Commission, or its nom¬ 
inee, free and clear or subject to existing pledges, 
the option agreements relating to the Class “A” 
stock to be transferred subject to existing pledges, 
and the instruments necessary or proper to accomp¬ 
lish the objectives and results set forth in para¬ 
graphs 1 to 20, inclusive, shall forthwith be de¬ 
posited in escrow and the same shall be delivered to 
the respective parties entitled thereto when and if 
the subsidy agreement referred to in paragraph 21 
above has been entered into and the loans so re¬ 
ferred to have been made, or firm commitments 
therefor have been obtained. Dollar of Delaware shall 
pay all escrow fees that may be incurred in con¬ 
nection with the above transactions. 

24. It is expressly understood and agreed by 
and between the parties hereto that the Commission 
has and shall have no duties or obligations whatso¬ 
ever to any of the other parties hereto except only 
such duties and obligations as it herein expressly 
assumes and agrees to meet and perform, and such 
duties and obligations as it may expressly assume 
and agree to meet and perform in said subsidy 
agreement and any agreement it may give in respect 
of said loan for repairs, rehabilitations and recon¬ 
ditioning; and in this connection it hereby is ex¬ 
pressly understood and agreed that the Commission 
shall have no duty or obligation to make any pay¬ 
ments, loans or advances whatever to Dollar of Dela¬ 
ware, or to any creditor of said company, or other¬ 
wise, except only in such amounts and under such 
terms and conditions as may be expressly provided in 
said subsidy and loan agreements, nor shall it have 
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any duty or obligation whatever to continue or to pro¬ 
vide for the continuation of the operations or any 
part of the operations of Dollar of Delaware except 
as may in said agreements be expressly provided. 

[Handwritten Marginal note: ?] 

In Witness Whereof, etc., etc. 

Mr. Harrison: We will ask as one exhibit, to 
wit, that number that there be included Document 
10-6 and in pursuance of Paragraph 6, Document 
10-6 “is a true copy of a slip of paper found in the 
files of Reginald S. Laughlin and inserted therein 
next to a copy of Document 10-5; the notations 
thereon are in the handwriting of Reginald S. Laugh- 
lin.” 

The Deputy Clerk: Plaintiffs’ Exhibit No. 132. 

Mr. MacGuineas: No, Counsel for Plaintiffs 
asked that Document 10-6 be a part of Plaintiffs’ 
Exhibit No. 131. 

The Court: Then we will make it 131-A. 

Mr. Harrison: Thank you, Your Honor. 

[Plaintiffs’ Exhibit 131A reads as follows:] 

[Note: The entire exhibit is handwritten] 

July 21 


Draft 2(a) 

Prepared by RSL 

The Court: And this will be 132 coming up, what¬ 
ever that may be. 

Mr. Harrison: We now offer Stipulation Article 
X, Paragraphs 7 and 8, which immediately follow 
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those just read, to wit, on line 7, Page 88:—Rather, 
Page 89: 

“Document 10-7 is a true copy of a draft agree¬ 
ment which said Laughlin sent on July 23,1938 [860] 
to each of the parties to whom he had sent copies of 
Document 10-2.” We now offer this draft in evidence. 
The Deputy Clerk: Plaintiffs’ Exhibit No. 132. 

(Draft agreement heretofore referred to as 
Document No. 10-7, was accordingly marked 
and received in evidence as Plaintiffs’ Exhibit 
No. 132.) 

* 

[Plaintiffs Exhibit 132 reads as follows:] 
DRAFT No. 3 

Agreement Respecting Adjustment Plan of 
Dollar Steamship Lines, Inc., Ltd. 

This agreement dated July .., 1938, by and be¬ 
tween: 

Dollar Steamship Lines, Inc., Ltd., a Delaware 
corporation, hereinafter referred to as Dollar of 
Delaware; 

Dollar Steamship Line, a California corporation, 
hereinafter referred to as Dollar of California; 

The Robert Dollar Co., a California corporation, 
hereinafter referred to as Robert Dollar Co.; 

Admiral Oriental Line, a Washington corporation, 
hereinafter referred to as Admiral Oriental; 

Pacific Lighterage Corporation, a Maine corpora¬ 
tion; 

Olympic Refining Co., a Washington corporation; 
Dollar Wharf & Warehouse Company, a C hina 
Trade Act corporation; 
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Dollar Terminal Steamship Company, a Nevada 
corporation; 

R. Stanley Dollar; 

Keith R. Ferguson and Robert Dollar H, as Ex¬ 
ecutors of the Estate of John Harold Dollar, also 
known as J. Harold Dollar, deceased; 

H. M. Lorber; 

The Anglo California National Bank of San 
Francisco, a national bank corporation, hereinafter 
referred to as Anglo Bank; 

Mortimer Fleishhacker; 

Herbert Fleishhacker; and 

United States Maritime Commission, hereinafter 
referred to as the Commission; 

Witnesseth: 

The parties hereto are interested, directly and 
indirectly, financially and otherwise, in Dollar of 
Delaware, and deem the consummation of the Ad¬ 
justment Plan respecting said company as herein¬ 
after set forth to be mutually advantageous. There¬ 
fore, the parties hereto hereby adopt said Adjust¬ 
ment Plan, and agree that it shall be deemed to 
constitute and shall constitute an agreement by and 
between them, and in consideration of the agree¬ 
ments, covenants, co mmit ments, undertakings, rep¬ 
resentations and warranties therein set forth, and 
in consideration of the granting by the Commission 
of the five-year operating differential subsidy and 
the loan for repairs, rehabilitations and recondition¬ 
ing therein referred to, each of the parties hereto 
hereby respectively agree, with all reasonable dis¬ 
patch, to do all of the things and take all the steps, 
acts and proceedings, and execute and deliver all 
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certificates, documents, instruments and writings 
that it may legally do, take or execute and de¬ 
liver and that may be necessary or proper on its 
or his part to accomplish or facilitate the consumma¬ 
tion of the transactions and deeds referred to and 
set forth in said Adjustment Plan. Said Adjust¬ 
ment Plan is as follows: 

Adjustment Plan 
Dollar Steamship Lines, Inc., Ltd. 

1. Dollar of California holds, or forthwith will 
acquire and hold, all of the issued and outstanding 
Class “B” stock of Dollar of Delaware, which said 
stock consists of 2,100,000 shares and stands of 
record in the names of the respective parties here¬ 
inafter listed, and Dollar of California will trans¬ 
fer, or cause to be transferred, all of said stock to 
the Commission, or its nominee, free and clear of 


all liens and incumbrances: 

(a) Dollar of California. 1,872,210 shares 

(b) Robert Dollar Co. 227,790 shares 

Total . 2,100,000 shares 


2. The following named parties hold, or forth¬ 
with will acquire and hold, the number of shares of 
Class “A” stock of Dollar of Delaware listed after 
their respective names, and each of said parties 
will respectively transfer, or cause to be transferred, 
to the Commission, or its nominee, free and clear 
of all liens and incumbrances, the respective number 
of shares so listed: 
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(a) J. Harold Dollar Estate.. 24,107 shares 

(b) R. Stanley Dollar. 2,293 shares 

(c) H. M. Lorber. 9,174 shares 

(d) Mortimer Fleishhacker .. 26,122 shares 

(e) Dollar of California. 2,075 shares 

(f) Admiral Oriental. 122 shares 


Total. 63,893 shares 


3. All rights and interests of the pledgor in and 
to the following listed Class “A” stock of Dollar of 
Delaware will be transferred to the Commission, or 
its nominee, subject to existing pledges, and during 
the existence of said pledges, the Commission, or 
its nominee, shall have the voting rights accruing to 
such stock and the pledgor and pledgees will duly 
execute and deliver to the Commission, or its nom¬ 
inee, from time to time, whenever requested, irre¬ 
vocable proxies, giving full, unrestricted and un¬ 
limited rights to vote all such stock: 

Herbert Fleishhacker. 33,000 shares 

4. All rights and interests of the respective 
pledgors in and to the following listed Class “A” 
stock of Dollar of Delaware will be transferred to 
the Co mmi ssion, or its nominee, subject to existing 
pledges and subject to option agreements referred 
to in paragraph 5 hereof: 

(a) R. Stanley Dollar . 33,600 shares 

(b) Harold Dollar Estate ... 11,273 shares 

(e) R. Stanley Dollar, J. Harold 

Dollar Estate and 
Herbert Fleishhacker, 


jointly. 6,660 shares 

Total . 51,533 shares 
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5. The Anglo Bank as pledgee and the respective 
pledgors of the Class “A” stock referred to in para¬ 
graph 4 above, will execute and deliver option agree¬ 
ments respecting such stock which shall provide: 

(a) For a period of five years from date, the 
Commission, or its nominee, shall have all voting 
rights accruing to the pledged “A” stock, and dur¬ 
ing such period no disposition shall be made of any 
such stock (other than by release to the Commis- 
ion, or its nominee) except subject to the express 
right of the Commission to exercise all voting rights 
thereon, and during such period the pledgee, 
pledgors and other holders of said stock will duly 
execute and deliver to the Commission, or its nom¬ 
inee, from time to time, whenever requested, irre¬ 
vocable proxies, giving full, unrestricted and un¬ 
limited rights to vote all such stock. 

(b) For a period of five years from date, the 
Commission, or its nominee, shall have the right, at 
any time, to purchase and take over all rights and 
interests of the pledgee (including the rights and 
interests of the pledgee in and to all collateral then 
pledged), upon payment of a sum equal to the bal¬ 
ance due on account of the loan for which the “A” 
stock is so pledged, and in such event to release 
said “A” stock from the pledge, and transfer said 
“A” stock to the Commission, or its nominee, free 
and clear. 

(c) During the period terminating five years from 
date, the pledged “A” stock shall be released and 
transferred to the Commission, or its nominee, free 
and clear, upon receipt by the pledgee of payments 
on account of the loan equal in the aggregate to $2.00 
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for each share of such “A” stock so pledged, from 
any source or sources, except only from the proceeds 
realized from the liquidation of pledged collateral 
other than such “A” stock (including but not 
limited to any payments that may be made by the 
pledgor; or that may be made by the Commission, or 
its nominee, or their respective assignees); and dur¬ 
ing such period no disposition shall be made of 
any such stock (other than by release to the Com¬ 
mission, or its nominee) except subject to the ex¬ 
press right of the Commission, or its nominee, to 
receive such stock free and clear when the aggre¬ 
gate of such payments on account of the loan equals 
$2.00 for each such share. 

(d) For a period of five years from date, unless 
the “A” stock included in the pledge has been re¬ 
leased and transferred to the Commission, or its 
nominee, free and clear, no other collateral securing 
the pledge shall be released from the pledge, except 
for full consideration (the determination of the loan 
committee of the pledgee in this regard to be con¬ 
clusive), and no guarantee shall be released; and the 
Commission, or its nominee, shall have the right 
to full information respecting such pledge and all 
transactions affecting the same. 

(e) A legend shall be stamped upon all certificates 
evidencing the stock covered by said option agree¬ 
ments, making appropriate reference to said agree¬ 
ments and to the transfer of rights and interests in 
and to said stock in accordance with paragraph 4 of 
this Adjustment Plan. 

6. Dollar of Delaware will make cash payments 
to such of the parties hereto as may incur expense 
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for stock transfer taxes in connection with the trans¬ 
fers above referred to, which payments shall equal 
the respective amounts of such expenses so incurred. 

7. The management agreement between Dollar of 
California and Robert Dollar Co., dated June 23, 
1926 (to which Dollar of Delaware is the assignee 
of Dollar of California), will be terminated and can¬ 
celled by said parties. The matter of the adjust¬ 
ment or settlement of any rights and claims in con¬ 
nection with said contract as between Dollar of Cali¬ 
fornia and Robert Dollar Co. shall be handled by 
said companies by separate agreement on such basis 
as may be agreed to by and between them, but no 
obligations or liability shall be imposed upon or 
result or accrue to Dollar of Delaware or any of the 
other parties hereto by reason of such termination 
and cancellation. 

8. Dollar of Delaware will take over and assume 
all leases of Robert Dollar Co. for offices, space and 
premises acquired by Robert Dollar Co. and used by 
it in the performance of its activities as managing 
agent under and pursuant to said management 
agreement of June 23, 1926, exclusive of the office 
at Manila, P. I., in such manner that Dollar of 
Delaware shall assume no obligation to any land¬ 
lord which shall be more extensive than the existing 
obligation of Robert Dollar Co. and so as to preserve 
and vest in Dollar of Delaware all rights, if any 
exist, against any landlord by reason of said leases. 
Dollar of Delaware will hold Robert Dollar Co. 
harmless by reason of any liability or obligations 
that it has or may have by reason of said leases 
which arose or may arise subsequent to January 
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25, 1938. For a period of six months from date Dol¬ 
lar of Delaware shall have the right but shall have no 
obligation to use and occupy the space in said prem¬ 
ises at Manila, P. I., at the same rental which it 
has been paying therefor since January 25, 1938. 

9. Dollar of California will acquire from Robert 
Dollar Co. clear and unincumbered title to all office 
furniture, furnishings, fixtures and equipment now 
situate in the offices and premises referred to in 
paragraph 8 hereof, including said office at Manila, 
P. I., and also all other such property (if there should 
be any) which Robert Dollar Co. acquired for the 
purpose of handling its activities as said managing 
agent and which it now owns and holds, and also 
all automobiles so acquired, owned and held (in¬ 
cluding, but without limitation, the Chrysler auto¬ 
mobile used by Robert Dollar in San Francisco), 
and Dollar of California will sell all said property 
to Dollar of Delaware, and Dollar of Delaware will 
purchase all of said property from Dollar of Califor¬ 
nia, for the sum of $100,000, payable $35,000 in cash, 
and $65,000 in preferred stock of Dollar of Delaware 
at the par value thereof. 

10. Dollar of Delaware will take into its employ 
all of the personnel of Robert Dollar Co. engaged 
in managing agent’s activities. Robert Dollar Co. 
represents and warrants that it has no contracts of 
employment with any of said employees, nor has it 
any undischarged obligations or liabilities to any 
of said employees which said employees were legally 
entitled to have had discharged on or prior to Janu¬ 
ary 25,1938, notwithstanding their employment con¬ 
tinued after said date. Dollar of Delaware shall 
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have no obligation to retain any of said employees, 
and shall have no obligations or liability to any of 
said employees in the event it hereafter should ter¬ 
minate their employment, except only such obliga¬ 
tions and liability as may be imposed by law. 

11. Dollar of Delaware will affirm the existing 
lease for space in the Dollar Building, San Fran¬ 
cisco, and such lease shall be duly approved by the 
Commission. 

12. Dollar of Delaware, within six months from 
the date of this agreement, will relinquish all rights 
to the use of the name “Dollar,” and all rights to 
use the Dollar flag and insignia. During such six- 
month period, unless said rights are earlier so re¬ 
linquished, Dollar of Delaware will continue to 
have the right to use said name, flag and insignia. 

13. The claim of Irving Frank against Dollar 
of Delaware for legal services will be adjusted by 

an agreement to accept and pay the sum of $. 

for all such services. 

14. Dollar of California, Admiral Oriental, Pa¬ 
cific Lighterage Corporation, Robert Dollar Co. 
and Olympic Refining Co. will give such confirma¬ 
tions, receipts, releases and agreements as may be 
deemed necessary or proper to foreclose any attack 
on transactions that have been had in connection 
with the debt adjustments referred to in the Com¬ 
pilation of February 17, 1938, pages 22 to 25, in¬ 
clusive. 

15. The Commission and Dollar of Delaware will 
release R. Stanley Dollar and Dollar of California 
from all liability as makers, co-makers, guarantors 
or endorsers of the ship mortgage notes covering 
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the Steamships President Harrison, Hayes, Adams, 
Garfield, Polk, Monroe, Yan Buren, Taft, Cleveland, 
Wilson, Lincoln and Pierce, in such manner as to 
preserve and protect the liability of Dollar of Dela¬ 
ware on said ship mortgages and the priorities of 
said mortgages, and Dollar of Delaware will do 
and take all action and proceedings and author¬ 
ize, execute and deliver all instruments and writings 
that may be necessary to accomplish such result or 
that the Co mmis sion may deem advisable for such 
purpose, and agrees that said releases shall not 
release or in any way impair its obligations under 
said notes or said mortgages securing the same, nor 
shall any credits be allowed or given thereon, either 
as to principal or interest, by reason of the stock 
transfers or other consideraton that may be re¬ 
ceived by the Commission under the terms and pro¬ 
visions hereof. The Commission and Dollar of Dela¬ 
ware will deliver to R. Stanley Dollar and Dollar of 
California such instruments as may be necessary or 
proper to evidence said releases, and the Commission 
shall return to R. Stanley Dollar and Dollar of Cali¬ 
fornia all said ship mortgage notes on which there 
are no other makers, co-makers or endorsers. 

16. Dollar of Delaware will hold Robert Dollar 
Co., Dollar of California, Admiral Oriental, and 
their respective officers and directors, harmless from 
all liability that has or may hereafter accrue under 
that certain contract dated April 23, 1930, by and 
between Robert Dollar Co., Dollar of California, 
A dmir al Oriental, and Dollar of Delaware, as 
parties of the first part and collectively referred to 
in said agreement as the Dollar companies, and Mat- 
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son Navigation Company, Matson Navigation Cor¬ 
poration, Ltd., and Oceanic Steamship Company, 
as parties of the second part and collectively re¬ 
ferred to in said agreement as the Matson com¬ 
panies, by reason of any actions on the part of Dol¬ 
lar of Delaware which have created or may here¬ 
after create any liability to said Matson companies 
for which said Dollar companies, or their respective 
officers or directors, may be held accountable. 

17. Dollar of Delaware will hold R. Stanley 
Dollar, personally and as an officer and director of 
Dollar of Delaware, harmless by reason of his per¬ 
sonal guarantee of February 20, 1934, to London 
Steam-Ship Owners’ Mutual Insurance Association, 
Ltd., and will make application to said Association 
to release R. Stanley Dollar from said guarantee, 
and if it should be necessary to accomplish such re¬ 
sult Dollar of Delaware will undertake to obtain 
a surety company guarantee as a substitute for said 
personal guarantee of R. Stanley Dollar and if it 
should be able to obtain such substituted guarantee 
it will do so and thereby effect such substitution. 
R. Stanley Dollar shall have the right to give notice 
to said Association that he withdraws all said per¬ 
sonal guarantees. 

18. Dollar of Delaware and R. Stanley Dollar, 
and Dollar of Delaware and H. M. Lorber, will 
give mutual releases of and from all claims based 
upon past transactions. 

19. The Commission, the Anglo Bank, Dollar of 
California, Dollar Wharf & Warehouse Company, 
and Dollar of Delaware will take all action and 
proceedings necessary or proper to effect an exten- 
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sion of their outstanding Fillmore-Johnson mort¬ 
gages for a period of one year, without amortiza¬ 
tion, and so as to provide that the rights of the 
mortgagees shall be limited to the collateral. 

20. The Anglo Bank, Dollar Terminal Steam¬ 
ship Company and the Commission will take all 
action and proceedings and give all consents that 
may be necessary or proper to effect the cancel¬ 
lation of the indebtedness of Dollar of Delaware to 
Terminal Steamship Company. (See Compilation, 
p. 23(c).) 

21. The Anglo Bank and Dollar of Delaware 
will modify the existing amortization schedule for 
the payment of the bank loan so as to provide that 
the payment due on June 13, 1943, shall be $125,000 
instead of present provision for $225,000. 

22. Dollar of Delaware will take all steps and 
proceedings and will duly authorize, execute and 
deliver all formal applications that may be re¬ 
quired by the Commission and by the Reconstruc¬ 
tion Finance Corporation, and all mortgages, promis¬ 
sory notes and other writings and instruments that 
may be necessary or proper to: 

(a) Obtain a five-year operating differential sub¬ 
sidy from the Commission; 

(b) Obtain a loan of approximately $1,500,000 
from the Commission for the purpose of meeting the 
expense of repairing, rehabilitating and recondition¬ 
ing its vessels; 

(c) Obtain a loan of not less than $2,000,000 from 
the Reconstruction Finance Corporation for operat¬ 
ing capital; and 

(d) Meet and comply with all requirements of the 
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Commission and the Reconstruction Finance Corpo¬ 
ration, as to security or otherwise, which may be 
imposed as conditions to granting said subsidy and 
said loan or loans. 

23. The Class “A” and Class “B” stock to be 
transferred to the Commission, or its nominee, free 
and clear or subject to existing pledges, the option 
agreements relating to the Class “A” stock to be 
transferred subject to existing pledges, and the 
instruments and writings necessary or proper to 
accomplish the objectives and results set forth in 
paragraphs 1 to 21, inclusive, shall forthwith be 
deposited in escrow and the same shall be delivered to 
the respective parties entitled thereto when and if the 
subsidy agreement referred to in paragraph 22 above 
has been entered into and the loans so referred to 
have been made, or firm commitments therefor have 
been obtained. In the event said subsidy agreement 
has not been entered into and said loans have not 
been made or firm commitments for said loans have 
not been obtained within sixty days from the date 
hereof, each of the parties hereto shall have the 
right to demand and receive the return of all stock 
certificates, option agreements, and other instru¬ 
ments and writings which said parties have respec¬ 
tively so deposited in escrow, and in the event of 
any such withdrawal or withdrawals, the respective 
obligations of the parties hereto based or founded 
upon the terms and provisions of this agreement 
shall thereupon cease and terminate. Dollar of Del¬ 
aware shall pay all escrow fees that may be incurred 
in connection with the above transactions. 

24. It is expressly understood and agreed by and 
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between the parties hereto that the commission has 
and shall have no duties or obligations whatsoever 
to any of the other parties hereto except only such 
duties and obligations as it herein expressly assumes 
and agrees to meet and perform, and such duties 
and obligations as it may expressly assume and 
agree to meet and perform in said subsidy agree¬ 
ment and any agreement it may give in respect of 
said loan for repairs, rehabilitations and recondition¬ 
ing; and in this connection it hereby is expressly 
understood and agreed that the Commission shall 
have no duty or obligation to make any payments, 
loans or advances whatever to Dollar of Delaware, 
or to any creditor of said company, or otherwise, 
except only in such amounts and under such terms 
and conditions as may be expressly provided in 
said subsidy and loan agreements, nor shall it have 
any duty or obligation whatever to continue or to 
provide for the continuation of the operations or 
any part of the operations of Dollar of Delaware 
except as may in said agreements be expressly pro¬ 
vided, nor shall it have any duty or obligation to 
continue to hold any of the stock, or any interests in 
or to any of the stock, of Dollar of Delaware which 
it may acquire under the terms and provisions 
hereof or otherwise. 

In Witness Whereof, the individual parties, and 
Keith R. Ferguson and Robert Dollar II, as Execu¬ 
tors of the Estate of John Harold Dollar, also 
known as J. Harold Dollar, deceased, have executed 
fifteen counterpart originals of this agreement by 
affixing their respective signatures thereto such ex¬ 
ecution of this agreement by said Executors being 
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subject to such confirmation by the Court in said 
Estate proceedings as may be required by law), 
and the other parties have cause such counterparts 
to be executed by their respective duly authorized 

officers or representatives. 

«*■*■** 


Mr. Harrison: Continuing with Paragraph 8 of 
the same article: 

“Document 10-8 is a true copy of a letter of July 
23, 1938, from Reginald S. Laughlin to Bon Geas- 
lin.” 

Which we offer in evidence as Plaintiffs’ exhibit 
next in order. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 133. 

(Letter, dated July 23,1938, Laughlin to Geas¬ 
lin, heretofore referred to as Document No. 
10-8, was accordingly marked and received in 
evidence as Plaintiffs’ Exhibit No. 133.) 


[Plaintiffs’ Exhibit 133 reads as follows:] 

Air Mail July 23, 1938. 

Mr. Bon Geaslin, 

General Counsel, 

United States Maritime Commission, 

Washington, D.C. 

Dear Mr. Geaslin: 

Re: Dollar Steamship Lines, Inc. Ltd. 

Herewith enclosed are the following: 

1. Two copies of “Draft No. 3” of “Agreement 
respecting Adjustment Plan of Dollar Steamship 
Lines Inc., Ltd.”; 
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2. Copy of letter dated July 23,1938, addressed to 
me by Keith R. Ferguson, counsel for The Robert 
Dollar Co. and one of the executors of the Estate of 
J. Harold Dollar. 

If the enclosed form of agreement is satisfactory I 
shall immediately upon receiving advices from you to 
that effect have it mimeographed in final form and 
present it to all of the parties for signature. There 
are a number of revisions which the other parties 
have requested, both orally and in writing, which I 
have not acceded to, but I do not think that they will 
withhold execution of the agreement on such account. 
Mr. Irving Frank has stated positively that he will 
not accept anything less from Dollar of Delaware 
than $35,000. Unless he changes his position on Mon¬ 
day, which is very improbable, it will be necessary to 
eliminate paragraph 13 from the agreement. 

I shall, of course, require appropriate evidence of 
the authority of the various corporate officers who 
execute the agreement on behalf of the respective cor¬ 
porations, and must expect similar requests from the 
other parties regarding my authority to execute the 
agreement on behalf of the Commission. I suggest, 
therefore, that if the agreement is acceptable, a tele¬ 
gram substantially as follows be forwarded to me: 

“You hereby are authorized to execute and deliver, 

for and on behalf of the United States Maritime 

Commission, and as its duly authorized representa- 
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tive, the agreement respecting the Adjustment Plan 
of Dollar Steamship Lines Inc., Ltd. substantially 
in the form submitted by you and designated 
‘Draft No. 3’. In your discretion paragraph 13 
thereof may be omitted. (Signed) United States 

Maritime Commission, by. 

Secretary.” 

If any changes or modifications should be required, 
such authorization should, of course, be made subject 
to the condition that they first be made. 

The authority to execute the agreement probably 
is sufficiently covered by the earlier telegrams to me 
from the Commission. However, in certain matters I 
have provided conditions exceeding the minimum re¬ 
quirements of the earlier authorizations, and also 
have required that a number of additional conditions 
be included. It would be inadvisable, therefore, to 
now present such earlier authorizations. 

Will you please forward me at once a copy of your 
General Order No. 13 respecting the filing of formal 
applications for a subsidy? If and to the extent you 
deem it proper, it might be advisable to furnish me 
with copies of all General Orders and such other 
material indicating the Commission’s policy and re¬ 
quirements that may be available. 

I suggest also that in view of the possibility of the 
further discussions that will be held with the repre¬ 
sentatives of the Matson Company regarding their 
employment as managing agents, I be furnished with 
copies of all contracts that the Commission has en¬ 
tered into with other managing agents. By reviewing 
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such contracts I probably would be able to get an 
idea of the methods and terms that would be most 
acceptable to the Commission. 

Very truly yours, 

RSL:T 

Enclos. 


Mr. Harrison: 

We next offer Document 2-F-58, being the Mari¬ 
time Commission minutes of July 28,1938. [862] 

The Deputy Clerk: Plaintiffs’ Exhibit No. 134. 

(Maritime minutes heretofore referred to as 
Document 2-F-58, was accordingly marked and 
received in evidence as Plaintiffs’ Exhibit No. 

134. ) 

Mr. Harrison: We now offer Stipulation, that 
portion of Article II, Paragraph G, reading as fol¬ 
lows, to be found at line 22, Page 15: 

“Document 2-G-8 is the contents of a teletype sent 
on July 28, 1938, by Mr. Geaslin to Mr. Laughlin. 
It is the teletype referred to in the Commission min¬ 
utes of July 28,1938.” 

We offer that in evidence, to wit. Document 2-G-8. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 135. 

(Teletype contents heretofore referred to as 
Document 2-G-8, was accordingly marked and 
received in evidence as Plaintiffs’ Exhibit No. 

135. ) 
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[Plaintiffs’ Exhibit 135 reads as follows:] 

Exception number one preamble should be 
amended by inserting between phrase quote and in 
consideration of the granting by the Commission 
of the five-year operating differential subsidy and 
the loan for repairs rehabilitations and recondi¬ 
tioning therein referred to unquote and the phrase 
quote each of the parties hereto hereby respectively 
agrees unquote as follows quote subject expressly to 
the provisions of paragraph twenty four hereof 
unquote the provision of the preamble would then 
read as follows quote and in consideration of the 
granting by the Commission of the five-year operat¬ 
ing differential subsidy and the loan for repairs 
rehabilitations and reconditioning therein referred 
to subject expressly to the provisions of paragraph 
twenty four hereof each of the parties hereto hereby 
respectively agree unquote stop. 

Paragraph twenty four should be revised to read 
as follows quote it is expressly understood and 
agreed by and between the parties hereto that 
the commission has and shall have no duties or 
obligations whatever to any of the other parties 
hereto except only such duties and obligations as it 
herein expressly assumes and agrees to meet and 
perform and such duties and obligations as it may ex¬ 
pressly agree to meet and perform in said subsidy 
agreement and in connection with any agreement it 
may enter into in respect of said loan for repairs re¬ 
habilitation and reconditioning and in this connec¬ 
tion it is hereby expressly understood and agreed 
colon paragraph first comma that the commission 
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has not undertaken or agreed and does not under* 
take or agree hereby to enter into said subsidy agree¬ 
ment unless and until the findings and determina¬ 
tions required by law with respect to such subsidy 
agreement have been made by the Commission and 
terms and conditions respecting such subsidy agree¬ 
ment have been arrived at by the Commission and 
the party or parties to the subsidy agreement semi¬ 
colon paragraph second comma that the Commis¬ 
sion has not undertaken or agreed and does not 
undertake or agree hereby to enter into any agree¬ 
ment with respect to a loan for repairs, rehabili¬ 
tation and reconditioning unless and until any find¬ 
ings and determinations required by law in connec¬ 
tion with such loans shall have been made by the 
Commission and the Commission and the parties to 
the loan have arrived at satisfactory terms and con¬ 
ditions semicolon paragraph third comma that the 
Commission has not undertaken or agreed and does 
not undertake or agree hereby to take any action 
with reference to the proposed loan or not less 
than two million dollars from the Reconstruction 
Finance Corporation for operating capital unless 
and until any findings and determinations required 
by law with respect to the subordination of any 
indebtedness to the Commission to the mortgage or 
mortgages securing said loan from the Reconstruc¬ 
tion Finance Corporation have been made by the 
Commission and that the only obligations of the 
Commission are to furnish the Reconstruction 
Finance Corporation such information concerning 
Dollar of Delaware as may be requested by the Re¬ 
construction Finance Corporation and in the pos- 
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session of the Commission, and, subject to the find¬ 
ings and determinations aforesaid, and if the condi¬ 
tions of the loan are satisfactory to the Commission, 
to subordinate the existing indebtedness on the 
operating fleet of Dollar of Delaware which is owed 
to the Commission to the mortgage or mortgages 
securing said loan from the Reconstruction Finance 
Corporation semicolon paragraph fourth comma 
that the Commission shall have no duty or obliga¬ 
tion to make any payments loans or advances what¬ 
ever to Dollar of Delaware or to any creditor of said 
company or otherwise except only in such amounts 
and under such terms and conditions as may be 
expressly provided in said subsidy and loan agree¬ 
ments nor shall it have any duty or obligation what¬ 
ever to continue or to provide for the continuation 
of the operations or any part of the operations of 
Dollar of Delaware except as may in said agree¬ 
ments be expressly provided nor shall it have any 
duty or obligation to continue to hold any of the 
stock or any interest in or to any of the stock of Dol¬ 
lar of Delaware which it may acquire under the 
terms and provisions hereof or otherwise semicolon 
and paragraph fifth comma that the sole right of 
any party hereto under this agreement in the event 
that a subsidy agreement is not entered into or the 
loans mentioned are not made or firm commitments 
therefor obtained shall be to terminate this agree¬ 
ment in accordance with paragraph twenty three 
hereof unquote. 

Consider proposed amendments just set 'out 
should be unobjectionable stop intention that trans¬ 
action should be conditioned on five-year subsidy re- 
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conditioning loan of approximately one million five 
hundred thousand dollars and working capital loan 
of not less than two million dollars carried out in a 
manner which is entirely consistent with your tele¬ 
type of July twenty seventh nineteen hundred thirty 
eight and documents referred to therein the sole 
purpose of amendment to make clear that Commis¬ 
sion intends to carry through all understandings 
which have been arrived at, as embodied in final 
agreement resulting from revision draft number 
three, but that such undertakings have at all times 
been subject to statutory requirements being met. 

Exception number two paragraph number three 
should be amended by adding at the end thereof the 
following quote a legend shall be stamped on all 
certificates evidencing said thirty three thousand 
shares of pledged stock making appropriate refer¬ 
ence to the voting rights inuring to the Commission 
pursuant to this paragraph three unquote. 

Exception number four while there is no objec¬ 
tion to the language of paragraph eight unable rec¬ 
ommend Commission approve said paragraph unless 
and until it has received and considered information 
to be supplied as follows 

One description of premises so to be leased 

Two length of each lease rent and other charges 
payable by the tenant under each lease other mate¬ 
rial provisions including right to sublet right to 
terminate etc and necessity for acquisition of such 
lease including necessity of using entire space in 
operations contemplated 

Exception number four paragraph number ten 
should be supported by a schedule to be approved 
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by the Commission showing the amount and char¬ 
acter of such undischarged liability stop in explana¬ 
tion of this suggestion the Commission will wish 
to know how much of such undischarged liability 
represents sums other than salaries and wages for 
the current month. 

Exception number five phrase quote and such 
lease shall be duly approved by the Commission un¬ 
quote should be deleted from paragraph number 
eleven stop in addition before section eleven as the 
same is to be amended by deletion of aforesaid can 
be recommended to the Commission there must be 
furnished statement by responsible official of Dollar 
of Delaware concurred in by the independent ex¬ 
pert mentioned in your telegram of July thirtieth as 
to adequacy desirability and necessity for all space 
covered by lease in future operations contemplated 
and comparison of rentals with those of similar 
space in same or equally desirable locations stop 
also there should be furnished particulars as to 
lease similar to those asked for in connection with 
paragraph number eight 

Exception number six as indicated in my tele¬ 
gram to you dated July twentieth nineteen hundred 
thirty eight Commission requires omission para¬ 
graph thirteen unless Irving Frank settles claim 
against Dollar of Delaware for not more than fifteen 
thousand dollars 

Exception number seven believe there should be 
omitted from paragraph fifteen the following ap¬ 
pearing at the end thereof quote and the Commis¬ 
sion shall return to R. Stanley Dollar and Dollar 
of California all said ship mortgage notes on which 
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there are no other makers co-makers or endorsers 
unquote stop in explanation as long as indebtedness 
of Dollar of Delaware evidenced by these notes 
whether the same arises through Dollar of Dela¬ 
ware being a party to the notes or through separate 
agreement remains unpaid Commission believes it 
necessary notes be not lost or destroyed stop if 
this provision is still insisted upon would consider 
agreeing to a deposit in escrow so that documents 
may be available to any of the parties to the agree¬ 
ment upon proper trust receipt stop 
Exception number eight before approving para¬ 
graph seventeen I desire statement be obtained 
showing that the liability of R. Stanley Dollar to 
London Steamship Owners Mutual Insurance Asso¬ 
ciation Limited is secondary to the liability of Dol¬ 
lar of Delaware with respect to its own vessels and 
does not apply to other steamship operations which 
might result in Dollar of Delaware becoming liable 
either directly or through indemnification of R. 
Stanley Dollar for such other liabilities stop 
Exception number nine paragraph nineteen 
should be amended by striking out the words quote 
their outstanding Fillmore Johnson mortgages un¬ 
quote and inserting in lieu thereof the words quote 
the outstanding Fillmore Johnson mortgages held 
by the Anglo Bank Dollar of California and Dollar 
Wharf and Warehouse Company unquote stop 

/s/ BON GEASLIN 
Geaslinx 

[Marginal Note: Message sent 5:00 p.m. 7/'28/38 

-n .] 
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Mr. Harrison: We next wish to offer that portion 
of the Stipulation, Article X, Paragraph 9, com¬ 
mencing at line 14, on Page 89, and reading: 

“9. Document 10-9 is a true copy of a memoran¬ 
dum presented by Reginald S. Laughlin, subsequent 
to his receipt of Document 2-G-8, to each of the ad¬ 
dressees of Document 10-1.” 

This document, entitled “Memorandum of Sugges¬ 
tions included in the teletype received from [863] 
Washington July 28, 1938, (Based on Draft No. 3)” 
is now offered in evidence. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 136. 

(Memorandum of Suggestions heretofore re¬ 
ferred to as Document No. 10-9, was accordingly 
marked and received in evidence as Plaintiffs’ 
Exhibit No. 136.) 


[Plaintiffs’ Exhibit 136 reads as follows:] 

Dollar Steamship Lines, Inc., Ltd. 

Memorandum of Suggestions included in Teletype 
received from Washington, July 28,1938. 

(Based on Draft No. 3) 

Preamble (p. 2): Immediately preceding the 
words “each of the parties hereto” (line 12), insert 
the words: “subject expressly to the provisions of 
paragraph 24 of said Adjustment Plan.” 

Paragraph 11 (p. 5): Delete words “and such 
lease shall be duly approved by the Co mmi ssion-” 
Paragraph 15 (p. 6): Delete words (lines 19-21) 
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“and the Commission shall return to R. Stanley 
Dollar and Dollar of California all said ship mort¬ 
gage notes on which there are no other makers, 
co-makers or endorsers.” 

(In view of above, consideration will be given to 
provision providing for deposit of said notes in 
escrow so that they may be available to any of the 
parties upon proper trust receipts.) 

Paragraph 19 (p. 7): Strike out words (line 4) 
“their outstanding Fillmore-Johnson mortgages” 
and insert in lieu thereof the words: “the outstand¬ 
ing Fillmore-Johnson mortgages held by the Anglo 
Bank, Dollar of California and Dollar Wharf & 
Warehouse Company.” 

Paragraph 24 (p. 8): Substitute entirely new 
paragraph in form supplied during conference on 
July 28th. 

24. It is expressly understood and agreed by and 
between the parties hereto that the Commission 
has and shall have no duties or obligations what¬ 
ever to any of the other parties hereto except only 
such duties and obligations as it herein expressly 
assumes and agrees to meet and perform and such 
duties and obligations as it may expressly agree 
to meet and perform in said subsidy agreement and 
in connection with any agreement it may enter into 
in respect of said loan for repairs, rehabilitation 
and reconditioning, and in this connection it is 
hereby expressly understood and agreed: 

(a) That the Commission has not undertaken or 
agreed and does not undertake or agree hereby to 
enter into said subsidy agreement unless and until 
the findings and determinations required by law 
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with respect to such subsidy agreement have been 
made by the Commission and terms and conditions 
respecting such subsidy agreement have been ar¬ 
rived at by the Commission and the party or parties 
to the subsidy agreement; 

(b) That the Commission has not undertaken or 
agreed and does not undertake or agree hereby to 
enter into any agreement with respect to a loan 
for repairs, rehabilitation and reconditioning unless 
and until any findings and determinations required 
by law in connection with such loans shall have 
been made by the Commission and the Commission 
and the parties to the loan have arrived at satis¬ 
factory terms and conditions; 

(c) That the Commission has not undertaken or 
agreed and does not undertake or agree hereby to 
take any action with reference to the proposed loan 
of not less than two million dollars from the Re¬ 
construction Finance Corporation for operating 
capital unless and until any findings and determina¬ 
tions required by law with respect to the subordina¬ 
tion of any indebtedness to the Commission to the 
mortgage or mortgages securing said loan from the 
Reconstruction Finance Corporation have been made 
by the Commission and that the only obligations of 
the Commission are to furnish the Reconstruction 
Finance Corporation such information concerning 
Dollar of Delaware as may be requested by the Re¬ 
construction Finance Corporation and in the pos¬ 
session of the Commission, subject to the findings 
and determinations aforesaid, and if the conditions 
of the loan are satisfactory to the Commission, to 
subordinate the existing indebtedness on the operat¬ 
ing fleet of Dollar of Delaware which is owed to the 
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Commission to the mortgage or mortgages securing 
said loan from the Reconstruction Finance Corpo¬ 
ration; 

(d) That the Commission shall have no duty or 
obligation to make any payments, loans or advances 
whatever to Dollar of Delaware or to any creditor 
of said company or otherwise except only in such 
amounts and under such terms and conditions as 
may be expressly provided in said subsidy and loan 
agreements nor shall it have any duty or obligation 
whatever to continue or to provide for the continua¬ 
tion of the operations of any part of the operations 
of Dollar of Delaware except as may in said agree¬ 
ments be expressly provided nor shall it have any 
duty or obligation to continue to hold any of the 
stock or any interest in or to any of the stock of 
Dollar of Delaware which it may acquire under the 
terms and provisions hereof or otherwise; and 

(e) That the sole right of any party hereto under 
this agreement in the event that a subsidy agree¬ 
ment is not entered into or the loans mentioned are 
not made or firm commitments therefor obtained 
shall be to terminate this agreement in accordance 
with paragraph twenty-three hereof. 

Mr. Harrison: We next offer in evidence 2-F-62, 
being the Maritime Commission minutes for August 
2, 1938. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 137. 

(Maritime Commission minutes heretofore re¬ 
ferred to as Document No. 2-F-62, was accord¬ 
ingly marked and received in evidence as Plain¬ 
tiffs’ Exhibit No. 137.) 
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[Plaintiffs’ Exhibit No. 137 reads in part as 
follows:] 

***** 

Dollar Steamship Lines, Inc., Ltd. 

Agreement Respecting Adjustment Plan 

There was presented for the consideration of the 
Commission final draft of the agreement respecting 
the adjustment plan of the Dollar Steamship Lines, 
Inc., Ltd., as modified by the exceptions mentioned 
in the General Counsel's teletype message of July 
28, 1938, to Mr. Reginald S. Laughlin, a copy of 
which is spread in the minutes of July 28, 1938. 

The Commission reviewed the provisions embodied 
in the final draft and Mr. Laughlin gave the opin¬ 
ion that all parties involved would probably sign the 
agreement as presented, but that there was some 
question with regard to acceptance of items 3 and 
18. It was pointed out that a minor modification of 
item 20 was required in order to make the provisions 
of the amortization schedule for the payment of the 
loan from the Anglo California National Bank of 
San Francisco correspond with the change in the 
effective date of the agreement. It was explained 
that item 16 had not been embodied in Draft No. 2, 
but that it was necessary in order to release R. Stan¬ 
ley Dollar from personal liability with respect to 
obligations of Dollar of Delaware. 

Thereupon, by the “yea” vote of Chairman Land 
and Commissioner Woodward, Commissioner Truitt 
voting “yea” by telephone, and Commissioner 
Moran voting “nay,” the Commission adopted the 
following resolution: 
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“Whereas, An ‘Agreement Respecting Adjust¬ 
ment Plan of Dollar Steamship Lines, Inc., Ltd., 7 
a copy of which is hereto attached, has been pre¬ 
sented and explained in detail before the Commis¬ 
sion by Reginald S. Laughlin, Special Counsel to 
the Commission, and, 

“Whereas, the Commission has considered the 
same and considered also the advice and recommen¬ 
dation of the heads and members of the Legal Divi¬ 
sion, the Division of Finance, and the Division of 
Operations and Traffic, and, 

Whereas, the Commission has determined that 
said Agreement offers the most fair and feasible 
means of continuing essential American-flag pas¬ 
senger and cargo service to the Orient, and that it 
is to the best interests of the United States and the 
American Merchant Marine to enter into said Agree¬ 
ment, 

“Now Therefore Be it Resolved that the United 
States Maritime Commission does hereby approve 
said ‘Agreement Respecting Adjustment Plan of 
Dollar Steamship Lines, Inc., Ltd./ in all respects; 
and 

“Further Resolved, That the Chairman, Vice 
Chairman, and General Counsel and they are hereby 
authorized on behalf of the Commission to do all of 
the things and take all the steps, acts and proceed¬ 
ings, and execute and deliver all certificates, docu¬ 
ments, instruments and writings that the Commis¬ 
sion may legally do, take or execute and deliver and 
that may be necessary or proper on the part of the 
Commission to accomplish or facilitate the consum- 
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mation of the transactions and deeds referred to and 
set forth in said Adjustment Plan/’ 

The Commission, by the “yea” vote of Chairman 
Land and Commissioner Woodward, Commissioner 
Truitt voting “yea” by telephone, and Commis¬ 
sioner Moran voting “nay,” adopted the following 
resolution: 

“Whereas, the Commission has heretofore on Au¬ 
gust 2, 1938, passed and approved a Resolution 
approving an 6 Agreement Respecting Adjustment 
Plan of Dollar Steamship Lines, Inc., Ltd.,’ a copy 
of which is hereto attached. 

“Now Therefore, Be it Resolved that Reginald S. 
Laughlin, Special Counsel to the Commission, be 
and he hereby is authorized to execute and deliver 
for and on behalf of the United States Maritime 
Commission and as its duly authorized representa¬ 
tive said ‘Agreement Respecting Adjustment Plan 
of Dollar Steamship Lines, Inc., Ltd.’ ” 

(The text of the draft agreement which is omitted 

here is the same as the agreement finally executed.) 

***** 


* * * * * 

Mr. Harrison: We next offer Document [864] 
2-A-22 which are the minutes of Dollar of Delaware 
of August 8, 1938. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 138. 

(Dollar of Delaware minutes of August 8, 
1938, heretofore referred to as Document No. 
2-A-22, was accordingly marked and received in 
evidence as Plaintiffs’ Exhibit No. 138.) 
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Mr. Harrison: And this is the meeting of the 
Board of Directors of Dollar of Delaware, in which 
copies of the Adjustment Plan agreement were sub¬ 
mitted. The statement was made: 

“This agreement was substantially the same as 
the Agreement which had been discussed by the Di¬ 
rectors at their meeting of July 18th and which [865] 
had been spread on the .minutes. ...” 

On the second page: 

“Mr. Poole and Mr. Hoover expressed the opinion 
that the Maritime Commission desired this question 
to be put over until such time as they had a control¬ 
ling interest through stock holding in the Corpora¬ 
tion.” 

At this point we wish to refer to Exhibit 2-G-10 
at Page 58, particularly the following statement as to 
management: 

“The complete control of the Company, which will 
be obtained under the Adjustment Plan, puts the 
Commission in the position of being able to insist 
upon whatever type of management it may deem best 
throughout the period of the subsidy.” 

May I ask that Mr. Dollar resume the stand? 

Mr. Siegel: Mr. Harrison, before you begin, I just 
wondered if by any chance I overlooked anything. 

You did not offer, did you, paragraph 15 of article 
10, with reference to the statement of these drafts 
and communications which you offered—they are not 
exhibited to be all of the drafts. 

Did you offer that in evidence? 

Mr. Harrison: I don’t recall offering that. 
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Thereupon [866] 

R. STANLEY DOLLAR 
resumed the stand as a witness in his own behalf, and 
having been previously duly sworn, was examined 
and testified further as follows: 

Direct Examination—Resumed 

By Mr. Harrison: 

Q. Mr. Dollar, I show you Exhibit 95 for the 
plaintiffs, which are the minutes of the United States 
Maritime Commission for April 28,1938. 

I wish to call your attention to paragraph 7 of the 
letter inserted in the minutes referring to Dollar 
Steamship Lines, a California corporation. 

Will you please examine that paragraph? 

(The document was examined by the witness.) 

A. Yes, sir. 

Q. I will ask you whether on April 28, 1938, the 
shares of corporate stock referred to in that para¬ 
graph 7 were substantially all of the assets of Dollar 
of California. A. Yes, sir. 

Q. Now, referring to paragraph 8, and to the 
Robert Dollar Company, I will ask you to examine 
the assets listed in A to F in that paragraph and 
answer the same question as to whether they consti¬ 
tute virtually all of the assets of that company at that 
time? A. Yes, sir. [867] 

Q. Directing your attention now to your own 
name in paragraph 9.1 will ask you to state whether 
the assets described there were then virtually all of 
your assets. A. Yes, sir, that was all my as¬ 
sets. 
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R. STANLEY DOLLAR, 
resumed the stand and was examined and [870] 
testified further as follows: [871] 

Direct Examination 
By Mr. Harrison: 

Q. Mr. Dollar, just to refresh your memory, I 
show you Plaintiffs 7 Exhibit 122, being the minutes 
of the board of directors of Dollar of Delaware, held 
on the 9th of July, 1938, and I will ask you to 
refer to that and state whether you recall your 
presence there. A. Yes, sir. 

Q. And you were present at the time Mr. Laugh- 
lin made the remark at this meeting, that— 

“The board should realize that if negotiations 
are not successfully concluded, the company will be 
forced into bankruptcy and the Maritime Commis¬ 
sion will be obliged to foreclose on their mort¬ 
gages. 7 7 A. Yes, sir. 

Q. Subsequently, Mr. Dollar, do you recall hav¬ 
ing received a letter, with enclosures, marked in 
this record as Plaintiffs 7 Exhibit 124, being a letter 
addressed to you and signed Reginald S. Laughlin? 

A. Yes, sir. 

Q. And the attachment also? A. Yes, sir. 

Q. And on that attachment there are certain 
notes. Are they in your handwriting, Mr. Dollar? 

A. Yes, sir. [872] 

Q. Subsequent to the receipt of that document, 
being the letter of July 14 to you and signed by 
Mr. Laughlin, with the enclosure, do you recall 
receiving from time to time other similar docu¬ 
ments, being drafts of the adjustment plan? 
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A. Yes, sir. 

Q. And did you have discussions from time to 
time with Mr. Laughlin concerning the contents of 
those documents? A. Yes, sir. 

Q. Did you make proposals in the course of 
those conversations to Mr. Laughlin concerning any 
changes in the documents? A. Well, I made 
some suggestions to them, but my suggestions were 
not accepted. 

Q. Well, do you recall specifically the subject of 
any particular suggestion you made with reference 
to the form of the document? A. Well, there 
was one about the employees; that I insisted that 
the employees be taken care of, and I wanted a 
clause that they would take them over and keep 
them, and run the organization. That is what I was 
interested in. And while I was getting nothing out 
of it myself, I wanted a definite obligation from 
them, a definite commitment from them, that they 
would take care of these employees—that they [873] 
would take care of them, and keep them. 

Q. And were your proposals in that respect 
adopted? A. Well, not exactly the way I 
wanted it, no. I wanted it stronger; but that was 
the best I could get. 

Q. Now, did you have any discussions with Mr. 
Laughlin concerning the use of the name “Dollar” 
after the adjustment plan went into effect? 

A. Yes, sir. 

Q. What proposal did you make in that re¬ 
gard? A. Well, I told them I did not want 
them to use the Dollar name; it was our family 
name, and I didn’t know what kind of management 


vs. Emory S. Land, et al 


1169 


was going in, and I felt very strongly that they 
should not use our name, and I insisted on that. 

Q. To what extent, if at all, was your proposal 
on the Dollar name accepted? A. Well, fi¬ 
nally I think they agreed first that they would stop 
using it in 90 days; and then finally I think they 
said they insisted on keeping the name for six 
months. That is how it was arranged. 

Q. Now, in the course of your discussions with 
Mr. Laughlin concerning the form of the adjust¬ 
ment plan, was there any time you can recall when 
there was any use of the term “sale’ 7 , or “pur¬ 
chase”? A. No, sir. 

Q. Do you recall any discussion you ever had 
with Mr. Laughlin on the subject of title? [874] 

A. Oh, we were talking voting control all the 
time. Any conversation we had was on that, about 
voting control. 

Q. Now, I call your attention to the statement 
in the answer of the defendants, paragraph 7: 

“The defendants admit that in July, 1945, the 
plaintiffs caused inquiry to be made of the Com¬ 
mission whether the indebtedness of Dollar of Dela¬ 
ware had been paid and on July 23, 1945, received 
information that it had.” 

Did you ever hear, prior to that time, July 23, 
1945, about the payment of the indebtedness of 
Dollar of Delaware to the United States? 

A. No, sir. 

Q. Did Dollar of California ever receive any 
information concerning payment of that indebted¬ 
ness before July 23, 1945? A. No, sir. 

Q. Now, the record here shows, Mr. Dollar, I 
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believe, that the adjustment plan agreement, so- 
called was signed August 19, 1938. I show you a 
document, number 2-Q-l, the stipulation on file 
in this case, and I will ask you if you recognize 
that as the copy of a wire which you sent to the 
addressee, Mr. Cavender? A. Yes, sir. 

Q. When did you send that wire? [875] 

A. August 20, 1938. 

Q. And that was the day after the adjustment 
agreement had been signed? A. Yes, sir. 

Q. Did that then express your state of mind 
concerning the adjustment agreement? 

A. Yes, sir. 

Mr. Harrison: We offer it in evidence and ask 
that it be marked the plaintiffs’ exhibit next in 
order. 

The Court (to the deputy clerk): 139? 

The Deputy Clerk: Yes, Your Honor. 

(The copy of telegram dated August 20,1938, 
Dollar to Cavender, heretofore identified as 
Document No. 2-Q-l, was accordingly marked 
and received in evidence as Plaintiffs’ Exhibit 
No. 139.) 

Mr. Harrison: That document is addressed to: 
“Cavender Personal 
Manila. 

“Yours 20th Agreement Maritime Commission 
Executed August 19 Under Which We Surrender 
Stock Control To Maritime Commission Who Will 
Continue Operation Dollar Steamship Lines Inc., 
Ltd. T akin g Over Entire Personnel Prom The 
Robert Dollar Co. Will Require Several Weeks P,or 
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Dollar Steamship Lines, Inc., Apply For Obtain 
Subsidy Agreement Loans From Maritime [876] 
Commission RFC Meanwhile Everything Goes 
Along As At Present Maritime Commission Have 
Right But Not Obligation Occupy Manila Office 
Six Months Present Rental Your Understanding 
New Company Correct But Present Indications 
Maritime Commission Will Continue Operate 
Through Dollar Steamship Lines Inc., Ltd. Sug¬ 
gest You Carry On Will Keep You Informed What 
I Decide To Do After Entire Transfer Concluded. 
Greatly Appreciate Your Loyalty Kindest Re¬ 
gards. ” 

By Mr. Harrison: 

Q. Was that in response to a wire from Mr. 
Cavender, making inquiry? A. Yes. 

The Court: Will you identify the gentleman to 
whom the wire was sent? 

By Mr. Harrison: 

Q. Please state who Mr. Cavender was. 

A. Mr. Cavender was our general agent in Ma¬ 
nila. 

Q. And when you say “our general agent,” was 
that the general agent of the Robert Dollar Com¬ 
pany? A. The general agent of the Robert 
Dollar Company. 

Q. The record here shows, Mr. Dollar, that you 
tendered your resignation as president of Dollar 
of Delaware on October 26. Do you recall that? 

A. Yes, sir. [877] 

Q. And did you on the following day send out 
various co mmuni cations to railroad companies in 
the United States? A. Yes, sir. 
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Q. I show you a document marked 2-Q-2, at¬ 
tached to the stipulation in this case, and ask you 
if you recognize that document. A. Yes, sir. 
That was sent to Mr. Williamson, president of the 
New York Central Lines. 

Q. And did that express the state of mind you 
had at that time, the day after you resigned as 
president of the company? A. Yes, sir. 

Q. And I understand you sent similar letters to 
various other officials of railroad companies? 

A. I had passes on the railroads and. as I had 
resigned from the presidency of the company, I 
wanted to return these passes and I wrote to every 
railroad president to which I had a pass and re¬ 
turned their passes to them. 

Q. And those letters were all substantially in 
the form of this document 2-Q-2 I have shown you? 

A. Yes, sir. 

Mr. Harrison: We offer this document 2-Q-2 in 
evidence, to be marked the plaintiffs’ exhibit next 
in order. 

The Deputy Clerk: Plaintiffs’ Exhibit 140. 

(The copy of letter of October 27,1938. [878] 
addressed to Mr. Williamson, president, New 
York Central System, heretofore identified as 
Document No. 2-Q-2, was accordingly marked 
and received in evidence as Plaintiffs’ Exhibit 
No. 140.) 

Mr. Harrison: That document reads, may it 
please the Court: 

“Dear Mr. Williamson: 

“Our negotiations with the United States Mari- 
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time Commission have just been brought to a con¬ 
clusion and the Adjustment Plan upon which we 
have agreed becomes effective today. 

“Under the terms of this plan the stock control 
of Dollar Steamship Lines Inc., Ltd., has been 
transferred to the Maritime Commission. I am 
accordingly retiring from the Presidency and Di¬ 
rectorate and shall no longer be actively connected 
with the management of that company. I shall con¬ 
tinue as President of Dollar Steamship Line, a Cali¬ 
fornia Corporation, The Robert Dollar Co. and 
American Mail Line, Ltd. 

“Am returning to you, herewith, annual pass No. 
SA-2602 which you so kindly issued to me as 
President of Dollar Steamship Lines Inc., Ltd. In 
doing so, I wish to express my sincere appreciation 
for the many courtesies extended to me by you and 
your organization during the past years and [879] 
also for the excellent service I have received when 
traveling over your lines. 

“Again thanking you and with kindest regards, 
“Sincerely yours.” 

Mr. Harrison (continuing): You may have the 
witness, Mr. Siegel. 

***** 

Cross-Examination 

By Mr. Siegel: [880] 

Q. Mr. Dollar, prior to your resignation on 
October 26, 1938, you had been president of Dollar 
of Delaware and chairman of the board of direc¬ 
tors? Is that correct? A. Yes, sir. 

Q. And for how many years had you held those 
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positions, Mr. Dollar? A. From the time the 
company was formed, I think in 1929, until 1938. 

Q. At the same time you were also president of 
Dollar of California? A. Yes, sir. 

Q. Were you chairman of the board of directors 
of that corporation, also? A. I don’t think 
they had a chairman. 

Q. You were a member of the board of direc¬ 
tors? A. Yes, sir. 

Q. And for how long had you held that position, 
Mr. Dollar? A. Oh, for a good many years. 

Q. And you were also president of The Robert 
Dollar Company in the year 1938, Mr. Dollar? 

A. Yes, sir. 

Q. And did they have a chairman of the board 
of directors ? [881] A. I do not think so. 

Q. You were a member of the board of direc¬ 
tors? A. Yes. 

Q. And for how long had you held that position, 
Mr. Dollar? A. Oh, I think I held that posi¬ 
tion from—after my father died, I went in as 
president. I think that was it 

Q. And the Robert Dollar Company, in addition 
to its interest in the steamship business, through its 
management agency contracts, also had interests in 
various other enterprises? A. Yes, sir. 

Q. And, among others, the radio business of 
Heintz and Kaufman? A. Heintz and Kauf¬ 
man, yes, and Globe Wireless. 

Q. And the Globe Wireless? A. And other 
corporations. 

Q. And as president of the Robert Dollar Com¬ 
pany, you participated to some extent in the busi- 
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ness of those corporations ? A. I did not man¬ 
age those businesses, no. 

Q. You were familiar with their affairs? 

Mr. Harrison: No, he didn’t say that. 

Mr. Siegel: Very well; I will strike the last 
question. [882] 

By Mr. Siegel: 

Q. Mr. Dollar, you represented the Dollar of 
California in the negotiations for the purchase of 
the 502’s and the 535’s, and the mortgages securing 
same? A. Yes, sir. 

Q. And did you represent Dollar of Delaware in 
the negotiations for the loan from the United States 
Shipping Board on the President Coolidge? 

A. I believe I did. 

Q. And did you represent Dollar of Delaware in 
its negotiations with the Anglo Bank in securing 
the loan to obtain the remainder of the purchase 
price or construction price of the President Cool¬ 
idge? A. I don’t think the Anglo put up the 
money for the balance of it. 

Q. You don’t recall? A. I do not recall, 
no. 

Q. In the course of your business experience, 
Mr. Dollar, you became familiar, you were familiar 
by the year 1938, were you not, Mr. Dollar, with 
the methods of financing, corporate and individual 
business enterprises? A. What was that 

again, Mr. Siegel? 

Q. With the various methods of financing cor¬ 
porate enterprises ? A. I am an [883] operat¬ 
ing man. I was not a financier. 

Q. You were not? A. No. 
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Q. Had you had experience in the hypotheca¬ 
tion or pledging of securities, as security for loans, 
either on behalf of the corporation or yourself? 

A. I was never a financial man. I was an operat¬ 
ing man. I operated the company. 

Q. Did you know what it meant to hypothecate 
or pledge a security, as security for a loan? 

A. Well, what pledging means, yes. 

Q. And you knew the difference between a 
pledge, on the one hand, and the transfer of owner¬ 
ship on the other? A. I didn’t get the ques¬ 
tion. 

Q. I say, did you know the difference between a 
pledge, on the one hand, pledging, and on the other 
hand the transfer of ownership? A. I knew 
I was giving voting control of the stock. That is 
what I did know. 

Q. Would you answer my question, please? 

A. I couldn’t answer that question. I don’t 
know. I am not a financial man, Mr. Siegel. 

Q. I appreciate that. A. I am an operat¬ 
ing man. I have told you that, and I want to give 
you all the information I can, and I am [884] 
perfectly willing to answer all your questions. 

The Court: This question, Mr. Dollar, is, apart 
from your experience as an operating man, do you, 
as an individual, with business experience, know 
the difference between a pledge and a transfer of 
stock? 

The Witness: Well, I don’t, technically, no, I 
don’t think I do. 

The Court: All right. 
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By Mr. Siegel: 

Q. Did you know the difference between a pledge 
and a transfer of ownership, Mr. Dollar? 

A. No. 

Q. You did not? A. No, sir. 

Q. In other words, you would not be able to 
describe your interest in the stock after the transfer 
had been completed, on October 26, 1938? 

A. No, I would not be able to answer that. 

Q. You would not. Mr. Dollar, I show you a 
letter which purports to be from R. Stanley Dollar 
to Messrs. L. N. Rosenbaum & Son, dated Decem¬ 
ber 31st, 1940, and I ask you whether the signature 
attached thereto is in your hand. A. Yes, sir. 

Q. It is? A. Yes, sir. 

Q. Mr. Dollar, I invite your attention to [885] 
the sentence therein which reads as follows: 

“Any financing in connection with Mr. J. TT 
Rosenbaum’s negotiations is necessarily conditioned 
upon the return of the stock in question to its 
former owners.” 

And I ask you whether or not in the use of the 
words “former owners” you were not referring to 
yourself and the others who transferred stock to 
the Maritime Commission in October, 1938? 

A. The “former owners” would be that, yes. 

Q. And the stock you were referring to was the 
stock transferred to the United States Maritime 
Commission in October, 1938? A Yes, sir. 

Mr. Siegel: I ask that the letter from Mr. Dollar 
to Messrs. L. N. Rosenbaum & Son, 565 Fifth Ave¬ 
nue, New York, dated December 31, 1940, which 



1178 B. Stanley Dollar, et al 

the witness has just now identified, be received in 
evidence as Defendants’ Exhibit No. 5. 

(The letter Dollar to Messrs. Rosenbaum & 
Son, December 31, 1940, was accordingly 
marked and received in evidence as Defendants’ 
Exhibit No. 5.) 

By Mr. Siegel: 

Q. At the time that letter was written, namely, 
December 31, you had not yet made inquiry [886] 
as to the extent to which, if any, the debt on the 
502’s, the 535’s, or the Coolidge had been paid? 

A. I made inquiries, but I couldn’t get informa¬ 
tion about it. 

Q. But you didn’t as yet believe the debt had 
been fully repaid? A. I didn’t know. 

The Court: For the purpose of the record, will 
Messrs. L. N. Rosenbaum & Son, of 565 Fifth 
Avenue, New York, be identified? 

Mr. Siegel: They will. Your Honor. If Your 
Honor will turn to paragraph—I do not readily 
find the allegation in the affirmative defenses set 
forth in the answer, Your Honor. Yes, I do find 
it now. It is paragraph 68, on page 29 of the 
defendants’ answer, wherein we make reference to 
an effort on the part of Mr. Dollar, acting through 
one J. H. Rosenbaum, and one L. N. Rosenbaum, 
to obtain a return of stock in 1940. 

L. N. Rosenbaum is the party to, and, as we 
will show in the course of our affirmative case, was 
employed by Mr. Dollar as his financial agent in 
this way. 

The Court: They are stock brokers, are they? 
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Mr. Siegel: Financiers, as they hold themselves 
out to be. I wouldn’t undertake to describe exactly 
what they are. [887] 

The Court: Very welL 
By Mr. Siegel: 

Q. Mr. Dollar, I show you a document identified 
as Document 16-11 in the stipulation, which is a 
letter from one J. H. Rosenbaum to the Honorable 
Emory S. Land, Chairman, United States Mari¬ 
time Commission, Washington, D. C., dated Sep¬ 
tember 11, 1940, and which is identified in the 
stipulation as a letter sent by said J. H. Rosen¬ 
baum to Mr. Land, and ask you whether a copy of 
this letter was furnished you, either before or 
after the sending of said letter to Admiral Land? 

A. Yes, I knew about this letter. 

Q. You knew about the letter? A. Yes, 
sir. 

Q. You had examined the letter before it was 
transmitted to Admiral Land? Is that correct? 

A. I wouldn’t say I had examined it, but I 
knew about the letter. 

Q. And when you examined the letter, you found 
therein, did you not, the following paragraph, Mr. 
Dollar?— 

“The former stockholders of American President 
Lines and their counsel are convinced and here 
assert that notwithstanding the opinion of General 
Counsel Geaslin of July 20th, 1938, the Commission 
had no sound authority to acquire and has [888] 
no sound legal right to retain or own the stocks 
mentioned above, especially so in view of the failure 
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to pay my clients fully and adequately therefor.” 

A. Mr. Rosenbaum was a lawyer, and Mr. Bon 
Geaslin is a lawyer, and I couldn’t interpret— 

Q. What they said? A. I couldn’t inter¬ 
pret what their meaning was. 

Q. But you saw a copy of the letter? 

A. I saw a copy of the letter. 

Q. Before it was sent? A. I think I did, 
yes, sir. I think I saw a copy of it before it was 
sent—if not, very shortly thereafter. 

Mr. Siegel: I offer in evidence the letter of J. H. 
Rosenbaum to Admiral Land, dated September 11, 
1940, as the defendants’ number 6. (Handing the 
letter to the deputy clerk.) 

The Deputy Clerk: Defendants’ Exhibit No. 6. 

(The letter September 11, 1940, Rosenbaum 
to Chairman Land, heretofore identified as 
Document No. 16-11, was accordingly marked 
and received in evidence as Defendants’ Exhibit 
No. 6.) 

By Mr. Siegel: 

Q. Mr. Dollar, I show you a certified copy of 
the joint income tax returns of R. Stanley Dollar 
and Esther J. Dollar, 311 California Street, San 
Francisco, California, for the year 1938. And [889] 
inviting your attention to Schedule P, “Long Term 
Capital Loss,” I will ask you whether or not you 
did not state therein, in explanation for deduction 
for capital loss, as follows: 

“On August 15, 1938, there was entered into an 
1 Agreement Respecting Plan of Dollar Steamship 
Lines Inc., Ltd.,’ by and between the United States 


1181 


vs. Emory S . Land, et al 

Maritime Commission, R. Stanley Dollar and others. 

“The agreement provides, among other things, 
that R. Stanley Dollar will surrender and transfer 
all his right, title and interest in and to certain 
shares of Class ‘A’ Stock of Dollar Steamship Lines 
Inc., Ltd., which transfer was duly executed within 
the year 1938.” A. What about it? 

Q. That schedule was attached to your income 
tax return for the year 1938, was it not, Mr. Dollar ? 

A. Yes— 

Q. It was? A. If you got it from my tax 
return, then it was there, that is all. 

Q. And that statement was tendered by you for 
the deduction made by you? A. That state¬ 
ment was made by my tax experts and was put in 
my tax return at that time by them, I believe. 

Q. You signed the report? A. Is my [890] 
signature there? 

Q. The signature attached thereto, “R. Stanley 
Dollar” is your signature, Mr. Dollar? 

A. That is the report? That is my signature. 

Q. And you signed it in good faith, and be¬ 
lieving the statements made therein were true and 
correct? A. I signed it because my tax ex¬ 
perts advised me to sign it, and I am not a tax 
expert and I couldn’t tell anything about this tax 
law. I am not familiar with it. 

Mr. Siegel: I offer in evidence the tax return for 
the year 1938, identified by the witness R. Stanley 
Dollar, as the defendants’ exhibit 7. 

Mr. Harrison: I object to the offer on the ground 
it is irrelevant, incompetent, and immaterial, and 
because under the tax laws of the United States 
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in effect at that time, the document constitutes no 
evidence concerning whether the transfer is, or is 
not a pledge or a sale. 

In that connection, Your Honor, I refer the Court 
to the Revenue Act, as amended, being effective 
May 27, 1938, and particularly to Section 23(g)(2), 
as follows: 

“If any securities (as defined in paragraph 3 of 
this subsection) become worthless during the tax¬ 
able year and are capital assets, the loss resulting 
therefrom shall, for the purposes of this title, be 
considered as a loss from the sale or exchange, on 
the last day of such taxable year, of capital as¬ 
sets”— [891] 

And then it goes on with a definition of securi¬ 
ties. 

And upon the further ground that under the 
regulations of the Bureau of Internal Revenue in 
effect at that time, the deductions claimed in this 
tax return are predicated upon any one of some 25 
different grounds, all of which are wholly irrele¬ 
vant to this case. They include objective indications 
at that time of— 

Insolvency; 

Receivership; 

Bankruptcy; 

Foreclosure; 

Cessation of Business; 

Liquidation; 

Reorganization; 

Stock exchange sales; 

Dual relationship of taxpayer, as creditor-stock¬ 
holder; 
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Additional investments by taxpayer; 

Possibility of additional financing; 

Unreliability of book values; 

Resignation of key employee— 
any one of which, as an objective indication at that 
time the stock was then or as a result thereof had 
become worthless or valueless, required the stock¬ 
holder, if he would deduct the loss, to insert it [892] 
as a capital loss under the law. 

And in that connection I refer to a decision of 
the Second Circuit Court of Appeals, written by the 
Honorable Justice Hand, in Minnie K. Young, 123 
Fed. (2d) 597. In a case of this sort, he said: 

“In cases like this (determination of worthless¬ 
ness), the taxpayer is at times in a very difficult 
position in determining in what year to claim a 
loss. The only safe practice, we think, is to claim 
a loss for the earliest possible year when it may 
possibly be allowed and to renew the claim in subse¬ 
quent years if there is any reasonable chance of its 
being applicable to the income for those years.” 

And we call attention also to the decision of 
the Supreme Court of the United States in Boehm 
against Commissioner, 326 U. S. at 287, where the 
objective test is applied and affirmed in a case in 
which a taxpayer had claimed a deduction as a 
capital loss under this section of the law, and where 
subsequently it was proved in later years the asset 
became of great value; and the Supreme Court held 
nevertheless the deduction was valid. 

We object to the offer on the ground that it is 
not relevant to this case. 

The Court: Now, Mr. Harrison, those two cases 
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you cited are tax cases. I understand, [893] how¬ 
ever, this evidence is being proffered to indicate 
Mr. Dollar’s state of mind with reference to what 
he considered the transaction of August, 1938, to 
be with reference to the stock, at the time he filed 
his income tax return for the year 1938. 

Mr. Siegel: That is precisely correct, Your 
Honor. And if I might just say one word, Your 
Honor, with respect to counsel’s argument— 

First, there is no suggestion in the proof offered 
by the plaintiffs so far that the stock in question 
was at the time of this tax return worthless, or 
that Mr. Dollar thought so. But, more conclusive, 
if Your Honor please, this particular return does 
not take a reduction upon the ground that the 
stock was worthless, but upon the exclusive ground 
that the agreement provided for the “surrender 
and transfer of all right, title, and interest.” 

Now, whether or not Mr. Dollar understood what 
his agents said is a question for Your Honor to 
resolve. "We would contend in any event that he is 
bound, or at least that it is evidence, what his agents 
said in his behalf. 

The Court: It is in the nature of an admission 
against interest, made ante litem motam, long be¬ 
fore this suit was thought of. And I know of no 
stricture in the law, or in the Revenue Act of 
1938, which I have read, which does not permit this 
type of evidence to be introduced. 

Mr. Harrison: No, Your Honor. I am [894] 
afraid I didn’t make my point clear. 

The Court: Certainly it is not irrelevant. It 
may be incompetent. 
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Mr. Harrison: I did not object to counsel’s ques¬ 
tions to the witness, predicated upon this, and upon 
the very theory you have announced, that he was 
entitled to cross-examine this witness on his state 
of mind. It is only when the document itself is 
offered in evidence that I objected. My objection 
is to the document which has been offered, which 
document, in my judgment, is not evidence, because 
under the income tax laws this was the manner in 
which this loss, no matter how claimed, would have 
been returned, and therefore is not in itself rele¬ 
vant to this case. 

The Court: Then you have clarified that. And I 
will admit the evidence, that that is what was con¬ 
tained in the document, that is, that the agreement of 
August 15, 1938, constituted a surrender and trans¬ 
fer of all his right, title, and interest in the stock— 
or that that was his understanding at the time. 
Whether or not he knew it of his own knowledge, 
or was advised by somebody else, it is an admission 
before suit and presumably was made in good faith. 
Therefore it is an admission against interest and 
is therefore admissible. 

Mr. Harrison: May I say, not arguing my objec¬ 
tion any further, Your Honor, that of course, [895] 
as far as the particular statement you refer to is 
concerned, we will argue that that did not create a 
transfer of title. 

The Court: That is something in the nature of 
a corollary. I am not indicating for a moment the 
nature or quality of the inference I will draw from 
the statement. My ruling is only to the effect that 
the statement itself in the income tax return is in 
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the nature of an admission against interest and, 
therefore, is admissible. 

Mr. Siegel: And may be received as Defendants' 
Exhibit 7, Your Honor? 

The Court: Yes. 

(The certified copy of 1938 income tax return 
was accordingly marked and received in evi¬ 
dence as Defendants' Exhibit No. 7.) 

By Mr. Siegel: 

Q. Mr. Dollar, I show you a document, which 
is identified as 2-P-59, to the stipulation, being a 
press release authorized by the Maritime Commis¬ 
sion on August 19, 1938. I will ask you to examine 
the document and to state whether you can recall 
ever having received a copy thereof on or about the 
date of the issuance of this document. 

Mr. Harrison: What document, please? 

Mr. Siegel: Document 2-P-59, the Maritime Com¬ 
mission press release of August 19, 1938, on the 
adjustment plan. 

The Witness: I cannot remember whether I [896] 
saw that or not. 

By Mr. Siegel: 

Q. You just can’t remember whether you saw 
that or not? A. No. 

Q. Mr. Dollar, during the period of your incum¬ 
bency as president of Dollar of Delaware and chair¬ 
man of the board of directors of Dollar of Delaware, 
and particularly during the period of the year 1938, 
the company maintained a press or an information 
section, did it not, Mr. Dollar? A. Yes, I be¬ 
lieve they did. 
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Q. Mr. Gene Hoffman was in charge? 

A. That is correct. 

Q. He worked under Mr. Hugh MaeKenzie ? 

A. That is right 

Q. Mr. Hugh MaeKenzie being vice president in 
charge of the passenger traffic department? 

A He was the passenger traffic manager. 

Q. And Mr. Hoffman’s duties included, did they 
not, the clipping of all press releases in the local press 
which related to the Dollar Steamship Lines? 

A He reported to Mr. MaeKenzie, and Mr. Mac- 
Kenzie instructed him what to do. He didn’t work 
under me; he worked under Mr. MaeKenzie. 

Q. You have no familiarity with the nature [897] 
of his duties ? A. Not in detail, no. But I know 
he reported to Mr. MaeKenzie and was in Mr. Mac- 
Kenzie’s department, and not in mine. He was not in 
the executive department. 

Q. But you know in general that part of his 
duties included the collection of items in the press 
relating to— A. I don’t know what Mr. Mac- 

Kenzie told him to do. He was under Mr. MaeKenzie 
all the time. He was not in the executive department; 
he was in the passenger department. 

Q. Mr. Charles King was in the executive depart¬ 
ment, was he not, Mr. Dollar? A. Mr. Charles 
King was in the executive department. 

Q. And he was on the tenth floor of the Robert 
Dollar Building, and had an office near yours? 

A A couple of doors down. 

Q. And Mr. MaeKenzie transmitted to Mr. King 
from time to time such items from the press as Mr. 
Hoffman gathered? A That I wouldn’t know. 
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Q. Would Mr. King forward any of the items of 
the press to you for your attention from time to time ? 

A. No, not particularly. 

Q. Not particularly? A. No. 

Q. He had no instructions to do so ? A. Oh, 
no, no instructions. [898] 

Q. Oh, by the way, with reference to Mr. King, 
Mr. King resigned on October 26, 1938, from Dollar 
of Delaware? A. I think he resigned when I 
resigned. 

Q. And by whom was he then employed there¬ 
after ? A. He was always employed by the Rob¬ 
ert Dollar Company, and he still remained in the 
Robert Dollar Company employ. He didn’t go over 
with the American President Line. 

Q. And what was his position in the Robert Dol¬ 
lar Company? A. Why, he was an executive, 
one of our minor executives. 

Q. He was an executive? A. Yes, sir. 

Q. Mr. Dollar, I take you are familiar with the 
handwriting of Charles King, and his initials? 

A. Yes, sir. 

Q. I show you a copy of a press release of August 
19, 1938, and I invite your attention to a notation on 
the upper left-hand comer thereof, reading as fol¬ 
lows : 

4 ‘Mr. Sorge, Boston, C.K.” 

And I ask you whether the “C.K.” is in the hand 
of Mr. Charles King. 

A. That is Mr. King’s writing, and Mr. Sorge was 
our agent in Boston. 

Mr. Siegel: Will counsel stipulate that the [899] 
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document which Mr. Dollar has identified as contain¬ 
ing in the upper left-hand comer the initials of 
Charles King and the notation of “Mr. Sorge, Bos¬ 
ton,” was found in the files of APL, Boston? 

Mr. Harrison: We will accept that statement. 

Mr. Siegel: I now offer in evidence the document 
referred to, with the initials of Charles King, as De¬ 
fendants’ Exhibit 8. 

And I invite Your Honor’s attention to the state¬ 
ment appearing therein, which, after describing the 
terms of the adjustment agreement, states: 

“Assuming that the above terms are met with, the 
agreement signed on the West Coast today will pro¬ 
vide: 

“1. Transfer to the Commission of absolute title 
to all Class B stock (2,100,000 shares) ; title to 63,893 
shares”— 

Mr. Harrison: May I object to it, before you read 
it, counsel? 

Mr. Siegel: I thought I gave you time, Mr. Harri¬ 
son, to object, and I thought you were waiting for me 
to read it. I am sorry. 

Mr. Harrison: I am sorry. 

May I object to the offer of evidence and move to 
strike it, because we are not bound by what might be 
found in the office of the American President Line in 
Boston. [900] 

Mr. Siegel: It is in evidence that Mr. Charles 
King was an executive officer of the Robert Dollar 
Company, one of the plaintiffs in this case; and it is 
also in evidence that he participated in the negotia¬ 
tions with respect to the adjustment plan, in that on 
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the documents, on the face of at least one document 
offered in evidence by the plaintiffs, a draft of one of 
the documents, there are contained notations in the 
hand of Mr. Charles King suggesting revisions, from 
which we think it is fair to infer that Mr. Charles 
King did consult with Mr. Dollar and others, partici¬ 
pated in the negotiations, and was familiar with what 
was intended; and that, therefore, knowledge on his 
part of what was intended by the Maritime Commis¬ 
sion is an admission against interest by a plaintiff in 
this cause. 

Mr. Harrison: May it please the Court, may I add 
to my objection the further ground which counseDs 
statement brings forth, and that is that all this pur¬ 
ports to be is something tendered for newspaper pub¬ 
licity, and is not a document directed to any party. 

The Court: In any event, it would be no more than 
the opinion of Mr. King as to the conclusion to be 
placed on the so-called transfer. I will exclude it. 

Mr. Siegel: I might say, if I may trespass on 
Your Honor’s time, this is a document which the 
evidence will show was officially adopted by the [901] 
Maritime Commission showing its construction of 
what was intended. And the purpose of the proof was 
to show that the plaintiffs were on notice that the 
parties intended a transfer; that the Maritime Com¬ 
mission, at least understood the transfer to provide 
for a transfer of absolute title. 

The Court: What is the date of that paper? 

Mr. Siegel: August 19, 1938—and in our view, it 
is very material. 

The Court.: The transfer occurred on the 15th 

of August? 
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Mr. Siegel: No, Your Honor—on the 26th of Oc¬ 
tober. 

The Court: Was there an agreement of transfer 
on the 15th of August? 

Mr. Siegel: No, Your Honor. 

Mr. Harrison: The 19th. 

The Court: I have been saying the 15th, and no 
one has corrected me up to now. 

Mr. Siegel: Not only was it the 19th—and the 
Government has not yet had an opportunity to put in 
its case—but I should like to make that clear now, 
that the agreement of August 19 contained a pro¬ 
vision that unless all the instruments provided for 
therein shall be transferred within 60 days, all the 
parties shall be released of any obligation to go for¬ 
ward. 

In point of fact, the agreement was not consum¬ 
mated [902] until October 25, and therefore the par¬ 
ties were, at any time after October 15, free not to go 
forward, or at least to insist upon a modification of 
the terms, if after August 19 they had discovered 
there had not been a meeting of the minds. 

Therefore, everything that occurred after August 
19 is material, because at any time thereafter the 
parties could have acted upon the knowledge acquired 
after that date. 

Mr. Harrison: One of the difficulties I see we are 
having, may it please the Court, I naturally assumed 
this was cross exam i nation, and it now develops coun¬ 
sel is attempting to put on his case affirmatively. But 
the fact remains that all this document purports to be 
—not that anybody is executing a conveyance or in- 
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tended to do so—but is merely a statement issued to 
the press, and I assume no such release could bind 
anyone in any way whatsoever. 

The Court: Excluded. 

Mr. Siegel: May I have the document identified as 
Defendants' Exhibit 8 for identification, so that I 
may mark it as excluded? 

The Court: That doesn’t in any way negative 
your right, upon the laying of proper prelude, to 
seek to introduce the document in your case in chief. 
But at this juncture it is excluded. 

(The copy of Maritime Commission [903] 
press release dated August 19,1938, was accord¬ 
ingly marked for identification as Defendants’ 
Exhibit No. 8.) 

By Mr. Siegel: 

Q. Mr. Dollar, during the year 1938, and particu¬ 
larly during the period of the month of August, 1938, 
were you a subscriber to any of the San Francisco 
newspapers in general circulation in that city? 

A. No, sir. 

Q. You subscribed to none? A. That is 
right. 

Q. Did you regularly read any of them? 

A I read them all. 

Q. You read them all? A That is right. 

Q. Mr. Dollar, I show you a document identified 
as Document 2-P-62-A, which is a clipping from the 
San Francisco Chronicle, dated August 20,1938, and 
will ask you whether or not you can recall having 
seen the item therein contained ? A I don’t re¬ 
member it particularly. 
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Q. You haven’t examined it, Mr. Dollar. 

A. Well, I wouldn’t remember it anyway. That 
is ten years ago and a lot of water has gone over the 
dam since then. 

Q. Very well. But your statement stands, that you 
read them all ? A. I read papers, yes, sir. [904] 

I read the San Francisco papers. I don’t read them 
all, all the time, but I do read them. 

Q. Mr. Dollar, you testified that in your negotia¬ 
tions with Mr. Laughlin, the word “sale” or “pur¬ 
chase” was never used, and that in your discussions 
with him all you talked about was voting control. Is 
that correct? A. That is correct. 

Q. But it is true, is it not, Mr. Dollar, that at a 
meeting of July 9, 1938, of the board of directors, 
Mr. Laughlin was asked by Mr. Wren if it would be 
possible to have a voting trust established, and Mr. 
Laughlin stated that he felt the Maritime Commis¬ 
sion would not go for that? A. Yes. 

Q. That is true, is it not? A. If it says so 
there, I guess it is true. Mr. Laughlin practically run 
those meetings for us and told us what we should do, 
and so forth, and that is one of the things he sug¬ 
gested, I guess. 

The Court: That is plaintiffs’ exhibit what? It is 
122,1 think. 

Mr. Harrison: I think that is correct, Your 
Honor. Yes, Your Honor, that is correct. 

Mr. Siegel: And it appears, if Your Honor please, 
on page 5 thereof, the last paragraph, the statement 
I am referring to. [905] 

By Mr. Siegel: 

Q. Mr. Dollar, referring to your negotiations 
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with Admiral Land or, rather, your conference with 
Admiral Land, on April 28,1938,1 believe you stated 
then that you were given no opportunity to discuss 
the letter which was shown to you. Is that correct? 

A. That is correct. 

Q. Mr. Dollar, I wonder if you would examine the 
stenographic notes of the meeting of Dollar of Dela¬ 
ware of May 23, 1938, which is Document 2-B-3 in 
the stipulation, and which contains the following 
statement— 

The Court: What is the date of that, Mr. Siegel? 

Mr. Siegel: If Your Honor please, it is stenogra¬ 
phic notes, May 23, 1938, of Dollar of Delaware. It 
was not offered in evidence, as I recall, by the plain¬ 
tiffs. 

The Court: I thought it was. 

Mr. Siegel: My copy was not so marked. 

Was it offered, Mr. Harrison? 

Mr. Harrison: No, it was not. 

The Court: Some stenographic notes were offered 
in evidence. 

Mr. Siegel: Those of May 24 were, I believe; but 
these were not. 

By Mr. Siegel: [906] 

Q. I will ask you to examine these notes, and par¬ 
ticularly the following statement: “R.S.D.”—and 
that is Mr. Dollar, is it not?— 

‘‘There are two corrections, will you see that they 
are made. The first about my discussing the letter 
with Chairman Land. I want that changed to read I 
had an opportunity to discuss the matter but it was 
not discussed.” 
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Will you examine that statement, Mr. Dollar, and 
I will ask if upon your examination your recollection 
is refreshed as to what occurred when you had your 
conference with Admiral Land. A. You mean 
when we had this meeting when I was handed the 
letter asking for all these securities? 

Q. That is the one, Mr. Dollar. A. Well, 
he handed me the letter and I started to read it and 
he said: 

“It is a long letter; you had better take it to your 
office and read it.” 

I said, “I would like to discuss it with you.” 

And he said he didn’t care particularly about dis¬ 
cussing it with me. That is the story, and that is it. 

Q. Why was it, Mr. Dollar, you made a point of 
changing the statement in the minutes of May 13, in 
regard to this item, if in fact you had not been [907] 
afforded an opportunity to discuss the matter with 
Admiral Land ? A. Well, there was quite a lot 
of things out there in San Francisco, that people 
wanted me to say, to change the minutes; and Mr. 
Laughlin personally wrote all of our minutes for us. 

Q. Mr. Laughlin wasn’t present at this meeting 
of May 23, was he ? A. He may not have been 
present in person, but he was felt around there. 

Q. On May 23,1938? A. Yes; Mr. Laugh¬ 
lin, he was around all the time. 

Q. Very well. 

In point of fact, the minutes of May 13,1938, con¬ 
tain the following statement, do they not? 

“Mr. Dollar further stated that as far as the letter 
of April 28, 1938, was concerned, no one discussed 
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the same with him, and that even when he called upon 
Chairman Land on the Monday succeeding the day it 
was handed to him by that gentleman, no opportunity 
was afforded for discussing it with him.” 

That statement was contained in the minutes of 
May 13, was it not ? A. If that is a copy of our 
minutes, that is right. 

Q. And, on your recommendation, that statement 
in the minutes of May 13 was stricken, and [908] 
there was substituted in lieu thereof the following: 

“Mr. Dollar further stated that as far as the letter 
of April 28, 1938, was concerned, no one discussed 
the same with him, and that he called upon Chairman 
Land on the following Monday, May 2nd, just before 
leaving there for San Francisco”— A. Was 

that right at that time? 

Q. This is in the minutes of May 23rd, that I am 
reading from, the official minutes of Dollar of Dela¬ 
ware of May 23,1938. A. The Maritime Com¬ 
mission were very particular to have these minutes 
written up just the way they wanted them. 

Q. They were directing your minutes of May, 
1938? A. They were directing our minutes all 
the time. They told me what resolutions to ask for: 
and I called for votes, and they passed them. That 
was definite. They run the meeting. 

Q. In the course of your deliberations on the letter 
of April 28th— A. And before and after. 

Q. Mr. Dollar, in the course of the meeting of 
May 13, 1938, of Dollar of Delaware, you sub¬ 
mitted a report respecting the negotiations had 
with the members of the staff of the Maritime Com¬ 
mission in April, 1938. Is that correct? 
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A. If that is it. Is that my report? [909] 

Q. I show you a copy of Plaintiffs’ Exhibit 96 
and ask you whether or not you did not submit such 
report as appears in that minute of May 13, 1938. 

A. Yes; if it is in our minutes, I submitted it. 

Q. And that particular report that you sub¬ 
mitted to Dollar of Delaware contained the follow¬ 
ing statement, did it not?—after referring to the 
submission of a copy of subsidy agreement of April 
22, 1938, to you by Mr. Houlihan, you made the 
following statement in your report, did you not?— 

“It would therefore appear that the Commission 
had made us its definite offer of a five-year subsidy 
under terms as to financial requirements which you 
approved, and that you gave me your authority to 
apply for a loan in accordance with those require¬ 
ments, leaving only the formality of authorizing the 
signing of the subsidy agreement. 

“Believing that the company would thus be en¬ 
abled to continue its operations, I then, as previ¬ 
ously related to you, accepted the offer of our credi¬ 
tors by releasing the cash and securities to them.” 

That was the statement you made to your board of 
directors on May 13,1938, was it not ? 

A. Yes. I promised the trade creditors I would 
not release it until I had assurances from the Mari¬ 
time Commission that they were going to give [910] 
us a five-year subsidy. 

Q. And your understanding at the time you 
released the cash and securities to the trade credi¬ 
tors, on April 22nd, was that there was left only 
the formality of authorizing the signing of the 
subsidy agreement? Is that correct? 
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The Court: This is the $286,835.59, the balance 
of the insurance fund? 

Mr. Siegel: That is correct, your Honor. 

Mr. Harrison: And the stock. 

Mr. Siegel: And the stock and securities. 

The Court: And the stock to go with it. 

The Witness: It was 20 per cent— 

The Court: That was 20 per cent, and the bal¬ 
ance in cash? 

The Witness: Twenty per cent cash, 20 per cent 
debentures, and the 60 per cent stock. 

The Court: Twenty per cent in debentures and 
60 per cent stock. 

The Witness (To Mr. Siegel): What is the 
question? 

By Mr. Siegel: 

Q. The statement which you made to the board 
of directors of Dollar of Delaware on May 13, 1938, 
was, was it not, that on April 22, 1938, when you 
released the securities and cash to the trade credi¬ 
tors, there then remained only the formality of 
authorizing the signing of the subsidy agree- [911] 
ment?—is that correct? A. Yes. Mr. Houlihan 

telephoned me and told me that the Maritime Com¬ 
mission had passed the agreement, and for me to 
come back to Washington and close up the details. 

Q. There was nothing but the formality [912] 
of signing the document? A. Well— 

Q. I will withdraw the question. A. He 
put in some of the details. 

Q. I will withdraw the question. 

Mr. Dollar, I will show you a copy of Plaintiffs 7 
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Exhibit 87, which is a proposed form of letter from 
you to the United States Maritime Commission. 

That is the letter, is it not, which Mr. Houlihan 
gave you on April 22 with the request that you have 
it signed and submitted to the Maritime Commis¬ 
sion? A. I think in my examination I iden¬ 
tified those papers, that particular paper he gave 
me, to send out to San Francisco, I think I identi¬ 
fied them then. 

Q. You identified this same document, on exami¬ 
nation by plaintiffs’ counsel, but you cannot do so 
now? A. Well, I don’t remember this here, 
particularly. It is a different document. This isn’t 
the same thing. This handwriting, I don’t remem¬ 
ber this handwriting. 

Q. Can you recall the document, exclusive of 
the hand-written notations thereon, as a copy of a 
proposed letter submitted to you by Mr. Houlihan 
for signing and submission to the Maritime Com¬ 
mission? A. Yes, I think that is it. I think 
that is the agreement. [913] 

Q. Did you tell Mr. Houlihan at that time, on 
April 22nd, that you had authority to give the un¬ 
dertakings set forth in the letter which is Plaintiffs’ 
Exhibit 87 ? A. No, I didn’t tell him— 

Q. You didn’t tell him that? A. What 
was that about? The stock? 

Q. This is the letter you have just identified as 
the one Mr. Houlihan submitted to you. 

A. What documents do you mean, Mr. Siegel? 

Q. I am referring to Plaintiffs’ Exhibit 87, 
which is a draft of a letter Mr. Houlihan submitted 
to you for your consideration and signature and sub- 
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mission to the Maritime Commission, as a condi¬ 
tion of obtaining a subsidy. A. I don’t know 
about this one. 

Q. Is it your testimony, Mr. Dollar, that you 
cannot recall whether the document which I show 
you. Plaintiffs’ Exhibit 87, exclusive of the hand¬ 
written notation thereon, is a copy of a— 

A. It is a different document than the one I iden¬ 
tified before, I think I am not sure. 

Q. I think you are mistaken, Mr. Dollar. 

A. Well, if I am mistaken, that is all right If 
it is in my testimony, that is perfectly all right. 

The Court: This is a copy of the exhibit, I take 
it? 

Mr. Siegel: That is right, your Honor. [914] 

The Court (to the witness): This is Plaintiffs’ 
Exhibit 87, a copy of letter submitted by Mr. Houli¬ 
han to you, to be sent to the Maritime Commission. 
And you have identified the original of that copy as 
the letter which Mr. Houlihan did submit to you. 

The Witness: That is all right, then. 

By Mr. Siegel: 

Q. Do you accept it as the letter, Mr. Dollar? 

A. Yes, sir. 

Q. Very well. Now referring to this draft of 
letter, which is Plaintiffs’ Exhibit 87, I will ask 
you now whether you informed Mr. Houlihan, on or 
about April 22, 1938, that you were authorized then 
to make the commitments set forth or proposed in 
that letter? A. I think this is the letter I 
sent to San Francisco— 

The Court: Excuse me, gentlemen, there is the 
original exhibit It may be helpful. 
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Mr. Siegel: Thank you, sir. It is identical, and 
perhaps your Honor will wish to have it. 

The Court: Very well. 

The Witness: This letter was sent to Mr. C. 
King, in San Francisco. 

By Mr. Siegel: 

Q. Before it was sent by Mr. Hopkins to Mr. 
King in San Francisco, however, the letter [915] 
had been submitted to you and you had examined 
the same? Isn't that correct, Mr. Dollar? 

A. That is correct. 

Q. Now, I ask you again, whether on examina¬ 
tion of this letter you can now recall whether, on 
or before April 22,1938, you had advised Mr. Houli¬ 
han that you were authorized to give the commit¬ 
ments set forth or proposed in the letter which is 
Plaintiffs' Exhibit 87? A. I submitted all 
these things to San Francisco and got the board 
to pass on them before I affixed my signature to 
any of these documents. That was a provision of 
the Maritime Commission. They insisted on that, 
and that is what I had to do and that is what I 
did do. 

Q. And now will you answer my question, Mr. 
Dollar? A. And if my board passed it, I 
signed it. 

Q. I didn't ask you whether you signed it. I 
asked you whether on or before April 22nd, the day 
you released the securities and the cash to the trade 
creditors, you had advised Mr. Houlihan you were 
then empowered to make the commitments pro¬ 
posed in the letter which is Plaintiffs' Exhibit 87, 

A. I don't know. 
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Q. You cannot recall? A. I cannot recall. 

Q. I invite your attention, Mr. Dollar, to a pro¬ 
vision in paragraph 5, on page 2 of Plaintiffs 7 [916] 
Exhibit 87, which reads as follows: 

‘‘The Dollar Wharf and Warehouse Company and 
the Dollar Steamship Line (a California corpora¬ 
tion) shall convert their indebtedness into capital 
stock of our corporation upon a basis satisfactory 
to the Commission and within such reasonable time 
after the effective date of the proposed subsidy 
agreement (but not later than 90 days from the date 
hereof) as the Commission may require. 77 

And I ask you, Mr. Dollar, whether on or before 
April 22, 1938, Dollar of California had empowered 
you to consent to the conversion of their loan into 
preferred stock, as therein proposed in paragraph 
5 of Plaintiffs 7 Exhibit 87? A. Well, those 
loans were all agreed upon— 

The Court: How material is this, Mr. Siegel? 

Mr. Siegel: If your Honor please, I merely 
wished to develop—if the Court insists, I will show 
the direction in which I wish to go: 

I wish to call your Honor’s attention to what has 
been previously brought out, that the plaintiff, 10 
years ago almost to the day, represented to Dollar 
of Delaware, on May 13, 1938, that on the day on 
which he issued the cash and securities to the trade 
creditors, of which so much is made in this cause, 
that there then, according to his understanding, 
remained nothing but the formality of signing [917] 
the subsidy agreement. In fact, according to his 
understanding, a complete meeting of the minds had 
been reached. 
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In point of fact, it is my object to show that there 
had been no consent obtained from several parties 
whose consent was required in order to obtain the 
subsidy on the terms proposed to Mr. Dollar by 
Mr. Houlihan on April 22, 1938. 

The Court: Well, his testimony has been to this 
effect, as I recollect it, that he was very much dis¬ 
turbed over the situation that would result in ref¬ 
erence to the trade creditors, and he was very re¬ 
luctant to enter into an arrangement of that char¬ 
acter with them, because it would change their posi¬ 
tion from a creditor status to that of a stockholder 
status. 

Mr. Siegel: That is correct, your Honor. 

The Court: And that position, presumably, un¬ 
der the circumstances would not be so favorable. 
So that, therefore, he was desirous, first of all, of 
having some definite assurance of a categorical 
character, indicating to him, so he could indicate 
to them, that the subsidy agreement would be signed. 

Mr. Siegel: That is correct, your Honor. 

The Court: Now, that was his testimony; and, 
as a consequence, Mr. Houlihan told him—and in 
your own cross-examination you asked Mr. Houli¬ 
han and Mr. Houlihan testified—the only [918] 
thing remaining to be done, after he released the 
cash, the debenture, and the stock to be issued, that 
the subsidy agreement would be signed as a matter 
of course. 

Mr. Siegel: That is correct, your Honor. But what 
I seek to establish, your Honor, is that the witness 
knew, on April 22,1938, that there were provisions in 
the proposed letter which was handed to him by Mr. 
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Houlihan, as to which he had obtained no consent 
from other parties, other than the Maritime Commis¬ 
sion, and whose cooperation was essential in order to 
obtain the subsidy on the terms he had negotiated 
with Mr. Dollar; and that, therefore, when he did 
release the cash and the securities, he did so with full 
knowledge thereof. 

I do not doubt that Mr. Dollar intended in good 
faith to go through with this agreement he had 
negotiated. But I propose to show, contrary per¬ 
haps to his expectations and the best efforts he 
could make, there were parties, not subject to his 
control, who did not consent to go forward upon 
these terms, other than the Maritime Commission. 

Mr. Harrison: May it please the Court, I think 
the difficulty is that counsel is arguing the law 
rather than the facts. 

Mr. Siegel: I am not arguing the law, Mr. Har¬ 
rison; I am only stating what appears on the face 
of the documents. 

But if the Court does not wish me to pursue the 
line of inquiry any further—[919] 

The Court: I don’t think it will be helpful. 

Mr. Siegel: Very well, your Honor. 

The Court: Because, again, I don’t want to be 
led off the main avenue. 

The Witness: Can I make one statement? [920] 

The Court: What is that, Mr. Dollar? 

The Witness: The Dollar Wharf and Warehouse 
Company is a subsidiary of Dollar of Delaware, 
and therefore we did not have to have their consent. 
There was 100 per cent ownership there. 

The Court: Very welL 
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By Mr. Siegel: 

Q. Mr. Dollar, you testified with reference to a 
meeting with Mr. Kennedy on January 7,1938, and 
stated that Mr. Kennedy had given you, had made 
a statement to the effect that you would receive a 
ten-year subsidy, after the six-month subsidy then 
under negotiation would be signed up. 

A. Yes, sir. 

Q. Now, Mr. Dollar, you were present, were you 
not, at a luncheon or dinner of the Bohemian Club 
on January 7, 1938, at which Mr. Kennedy made a 
speech, and made reference in that speech to the 
negotiations with the Dollar interests? A. I 
might have been. 

Q. I show you— A. I am a member of the 

Bohemian Club, and I might have been there, I 
don’t know. 

Q. You cannot recall? A. I cannot recall. 
I do know I did not see Mr. Kennedy after that 
meeting to talk with him about our business; that 
I do know. [921] 

Q. But you might have been present? 

A. But I might have been present. 

Q. And can you recall whether Mr. Kennedy at 
that meeting, and in his address, made the follow¬ 
ing statement, and I quote: 

“I am happy to announce that the Commission 
has just today reached an agreement with the Dol¬ 
lar interests with regard to its continued operation 
in the foreign commerce. Under the agreement, the 
line will be given a temporary operating subsidy” 
—a temporary operating subsidy—“ pending an 
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effort on the part of all interested parties to work 
out an ultimate solution of the problem involved. 

“I want to point out, however, that this is not 
to be regarded as a permanent or satisfactory solu¬ 
tion of the Dollar situation. This solution does not 
provide new capital which is necessary for the re¬ 
placement of the obsolete vessels which make up a 
large part of the Dollar fleet.” 

I will ask you, Mr. Dollar, whether you can recall 
any statement of such character being made by Mr. 
Kennedy on the occasion in question. A. Mr. 
Kennedy w’as making a speech before a large dele¬ 
gation there, undoubtedly, and this was a public 
speech that he was making. That is a little dif- [922] 
ferent than our negotiations. 

The Court: The question is, Mr. Dollar, whether 
you can recollect the fact, first of all, that he made 
the speech on the occasion referred to; and, secondly, 
whether he said what has just been quoted. 

The Witness: I don’t remember being at the 
luncheon, and I don’t remember this speech. 

By Mr. Siegel: 

Q. Mr. Dollar, at the time that the letter of 
April 28, 1938, of Admiral Land was under dis¬ 
cussion, there was some consideration, was there 
not, as to whether or not the company would be 
able to meet the amortization schedule proposed in 
that letter? A. I don’t remember about that. 

Q. You don’t remember it? A. I don’t 
recall that, no. I thought we could meet that all 
right. 

Q. Isn’t it true, Mr. Dollar, that after the letter 
of April 28 was submitted to you, you received a new 
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income estimate, prepared by the heads of the 
freight, traffic, and operating departments?—and I 
will ask you whether or not the document identified 
as 2-B-5, of the stipulation, is not such a forecast 
of operating results, which were in fact submitted 
to you on the date of that letter (handing the docu¬ 
ment to the witness) ? [923] 

A. Mr. Buckley was secretary of the company, 
and I guess these are estimates, forecasts, for a 
six-month period, January 25, 1938, to— 

Q. I invite your attention, Mr. Dollar, to the 
second and third sheets attached to the document 
which is identified as Document 2-B-5, and ask you 
whether in fact such an income estimate was not 
submitted to you and the board of directors of Dol¬ 
lar of Delaware on May 16, 1938? A. This 
is July, 1938. 

Q. For the period July 1, 1938, to June 30, 1939. 

A. Yes; those figures undoubtedly were made by 
Mr. Poole, and Mr. Buckley, I guess, and Mr. Mac- 
Kenzie, our traffic heads. 

Q. They were gotten up by Mr. MaeKenzie and 
Mr. Buckley, were they not? A. That is right. 
It looks like freight and passenger business. So 
naturally I think Mr. MaeKenzie would handle the 
passenger end and Mr. M. J. Buckley would handle 
the freight end. 

Q. Do you recall any discussion of the income 
estimate which is identified as document 2-B-5, 
which I have shown you? A. No, I don’t re¬ 
member. 

Q. You don’t recall any discussion? 1 

A. No. [924] 
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Q. I will ask you, Mr. Dollar, to examine the 
stenographic notes of Dollar of Delaware of May 
16, 1938, and particularly the following statement, 
and ask you whether your recollection of the Docu¬ 
ment 2-B-5 is refreshed. The statement is as fol¬ 
lows: 

“I had our people go over these figures as to 
where we are standing now. We are in kind of a 
nose dive and don’t know whether it is temporary 
or not. I have had some figures made up and will be 
glad to submit them to the board. The Coolidge is 
down $60,000 but it may be a temporary situation. 
Still it is something we will have to give some 
thought to. I think we should give a copy of these 
figures to the directors and let them study over it a 
little bit. It is not a very encouraging report, but 
may be due to temporary conditions here. Of course 
there is another thing, this organization is down 
very low. We have been doing no advertising and 
the whole thing has a tendency to make a person 
conservative. Houlihan asked us to make up esti¬ 
mates and after we did he got the heads of the 
traffic departments up and told them how things 
were improving and got them to add something to 
their figures. I think now they are probably back 
to where they were before they got the pep talk. 
However, I feel this may be a temporary situa- [925] 
tion.” 

Paul E. Hoover: “I don’t think anyone can 
make a projection at this time.” 

The Witness: What is that? 
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By Mr. Siegel: 

Q. The statement I have just quoted is from 
the stenographic transcript of the board of direc¬ 
tors meeting of May 16, 1938, and is attributed 
to R. Stanley Dollar. Do you recall any such dis¬ 
cussion, Mr. Dollar? A. Is this something 
that happened at our directors’ meeting? 

Q. That is correct, of May 16,1938. 

Mr. Siegel: This document, likewise, if my un¬ 
derstanding is correct, was not offered in evidence. 

It that correct, Mr. Harrison? 

Mr. Harrison: That is correct. 

The Witness: I was probably reporting to the 
directors. 

By Mr. Siegel: 

Q. And this is correct?— 

Paul E. Hoover: “I don’t think anyone can 
make a projection at this time.” 

R. Stanley Dollar: “It looks like we are in a 
nose dive for the moment but after all we are 
used to things like that in the shipping business. 
One or two years don’t cut much of a figure. Other 
businesses are down also and naturally it is [926] 
reflecting on shipping. Shipping usually feels a de¬ 
pression at first because freight stops moving. I 
really think a copy of these figures should be sent 
to the directors. Will you see that copies are sent, 
Mr. Buckley? If you would like to get the traffic 
people up and have a chat with them we could have 
Mr. Buckley and Mr. MacKenzie up for a little 
chat.” 

A. B. Poole: “All I had to go on was the 
Houlihan report.” 
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R. Stanley Dollar: “I think these schedules of 
amortization should be changed. There is a differ¬ 
ence of opinion as to whether we can live up to the 
schedule or not.” 

Now, Mr. Dollar— 

Mr. Harrison: I will ask counsel, may it please 
the Court, in reading the statement, to complete 
the statement. 

Mr. Siegel: I will be very glad to, Mr. Harri¬ 
son: 

“They have an idea that the R.F.C. will not allow 
us to use the money borrowed from them to pay off 
the M.C. The two million must be used as working 
capital. Therefore, they think the schedules we are 
getting into cannot be accomplished. I don’t know 
whether there is anything to that or not but that 
is the talk. They say it is always a requirement of 
the R.F.C. They don’t give fresh money to bail [927] 
old people out.” 

Paul E. Hoover: “That generally is the rule.” 

R. Stanley Dollar: “They say this might come 
into our picture at a later day. We should try to 
get these schedules down before we start.” 

And then two or three lines farther down: 

R. Stanley Dollar: “Unless the earnings are 
sufficient to keep the amortization schedule going, 
though, we will have trouble.” 

Paul E. Hoover: “I think the schedule is too 
heavy.” 

By Mr. Siegel: 

Q. Does that refresh your recollection of the 
conversation that occurred? A. It sounds like 
me. 
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Q. It sounds like it? A. It just sounds like 
me saying that. 

Q. Now, Mr. Dollar, I will ask you whether or 
not you recall the reasons which led Mr. Buckley 
and Mr. MacKenzie, who prepared the income esti¬ 
mates set forth in 2-B-5, to reach the conclusion 
set forth in those income estimates? 

Mr. Harrison: May it please the Court, I sub¬ 
mit the witness did not prepare the income esti¬ 
mates, and I don’t know how the witness can be 
cross-examined on them. They are part of the [928] 
stipulation of facts. 

Mr. Siegel: I will reframe the question. 

By Mr. Siegel: 

Q. Did you have any conversation with your 
staff, Mr. Dollar, at that time, as to the considera¬ 
tions which led Mr. Buckley and Mr. MacKenzie 
to present the income estimates identified in docu¬ 
ment 2-B-5? A. I don’t remember that par¬ 
ticular conversation. But I would say that I did 
consult with them at all times, our freight traffic 
manager, and our passenger traffic manager, and 
they are the ones that make the figures up. And Mr. 
Houlihan I know consulted with them, because I 
arranged that he could talk with anybody he wanted 
to in our organization, at any time he wanted to. 

Q. But as the operating head of this company, as 
the executive head of this company, you kept in 
touch with the traffic people who prepared these 
income estimates, did you not, Mr. Dollar? 

A. Oh, yes; I was in touch with them. 

Q. I show you a document identified as 21-8, as 
a communication from Mr. Hugh MacKenzie to Mr* 
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King, dated May 7, 1938, and I invite your atten¬ 
tion to the following statement therein and will ask 
you whether or not the statements made therein con¬ 
form to your recollection of the basis of the esti¬ 
mates which were submitted by Mr. Mac- [929] 
Kenzie and Mr. Buckley to Mr. Houlihan in March 
of 1938. I quote: 

“In connection with the estimates made in this 
office for the representatives of the United States 
Maritime Commission I would like to point out that 
before these estimates were made the representatives 
of the Commission insisted we give them figures 
based on 

“(1) Business conditions being normal. 

“(2) War in the Orient being terminated. 

“(3) Ships calling at Shanghai.” 

Does that serve to refresh your recollection, Mr. 
Dollar, as to the assumptions on which the income 
estimates referred to therein were made? 

A. This was a communication, apparently, be¬ 
tween Mr. King and Mr. MacKenzie? 

Q. That is correct. But you referred, in the 
stenographic transcript of the meeting of May 16, 
1938, which I have just quoted to you, to the dis¬ 
cussions between Mr. MacKenzie and Mr. Buckley 
on the one hand, and Mr. Houlihan on the other, in 
March of 1938. So that at that time, in fact, did you, 
Mr. Dollar, know what transpired between those 
gentlemen with respect to the preparation of the 
income estimates at that time? A. We were 
trying to make estimates that were conservative 
and yet which would reflect the true picture. [930] 
Does that answer the question? 
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The Court: The question is, did you know, at 
that time, the nature of the discussion with refer¬ 
ence to that subject matter, as had between Mr. 
Houlihan, Mr. MacKenzie, and Mr. King? 

The Witness: Yes; I knew that Mr. Houlihan 
consulted with these gentlemen, and I did, too, on 
these estimates. 

The Court: Well— 

The Witness: But I don’t think— 

The Court: Did you know of the factors they 
have outlined in them? 

The Witness: Yes, sir; I knew of them. 

The Court: With reference to the war in the 
Orient, and so on? 

The Witness: In these estimates, yes, sir. 

Mr. Siegel: That will be all, your Honor. 

Mr. Harrison: No further questions. 

The Court: Step down, Mr. Dollar. 

The Witness: Thank you, your Honor. 

(Leaving the stand.) 

Mr. Harrison: We wish at this time, although 
it is slightly chronologically late, as far as the pres¬ 
entation is concerned, to offer in evidence a letter 
to Mr. Bon Geaslin, Esquire, dated May 27, 1938, 
from Mr. Laughlin, which counsel was kind [931] 
enough to furnish. We will offer this in evidence 
and ask that it be marked the plaintiffs’ exhibit 
next in order. 

The Deputy Clerk: Plaintiffs’ Exhibit 141. 

(The letter of May 27, 1938, Laughlin to 
' Geaslin, was according marked and received 
in evidence as Plaintiffs’ Exhibit No. 141.) 
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Mr. Harrison: This letter, may it please the 
Court, I think has some value in connection with 
the negotiations, because it was just shortly after 
the May 24 letter of the Maritime Commission, 
being dated May 27, and shortly before the June 4 
proposal: 

“Dear Mr. Geaslin: [932] 

“This in response to your request that I put in 
letter form the matters discussed in a general way 
during our telephone conversation on May 25th. 

“The question discussed was whether the Com¬ 
mission should now end all further voluntary nego¬ 
tiations with Dollar Steamship Lines, Inc., Ltd., in 
view of the tenor of its letter of May 24th to the 
Commission, and the action of certain of the inter¬ 
ested parties in failing or declining to meet the con¬ 
ditions imposed, and in hedging such guarantees as 
were offered by conditions which made them prac¬ 
tically meaningless and valueless. 

“It was recognized that the alternative to a con¬ 
tinuation of voluntary negotiations would almost 
certainly be that the company will go into bank¬ 
ruptcy under the provisions of 77-B of the Bank¬ 
ruptcy Act The Company’s financial condition is 
such that it is extremely doubtful whether it can 
survive until July 25th, when the term of the 
present subsidy expires, and it is certain that it 
cannot continue after that date without the benefit 
of subsidy payments. 

“The decision as to what course should be fol¬ 
lowed requires an appraisement of the possible 
consequences of the two alternatives; that is, what 
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reasonably can be expected if voluntary negotia¬ 
tions are continued, and what will be the pos- [933] 
sible and probable consequences of a 77-B pro¬ 
ceeding? What are the comparative advantages and 
disadvantages of each course, and which is best 
calculated to accomplish the Commission’s objec¬ 
tive of working out a fair, sound and constructive 
program which will result in adequate and con¬ 
tinued service by American flag ships on the essen¬ 
tial routes now being covered by the Dollar opera¬ 
tions? 

“I understand that the Commission, as a result of 
the history of the Dollar Company and its relations 
with the old Shipping Board and the findings and 
recommendations of the Congressional co mmit tees, 
and as a result of the investigations the Commis¬ 
sion has itself made and the information it has 
itself obtained, and as a result of the attitude that 
at least certain of its officers have taken during the 
subsidy negotiations and during the time the tempo¬ 
rary subsidy has been in effect, has definitely deter¬ 
mined that it would not be justified in entering into 
any long term subsidy and in making available the 
enormous sums of public money that will be in¬ 
volved in working out the situation, without at 
least placing itself in a position where it can exer¬ 
cise effective control of the company if it should 
become necessary or advisable for the proper pro¬ 
tection of the government’s interests. Accordingly 
I assume that no deal will be acceptable that [934] 
will not bring about this result. 

“What will be the consequence of 77-B pro¬ 
ceedings? 
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“The first question is who will have control of the 
company in the event of 77-B proceedings? There 
are two possibilities. Either the court will permit 
the present management to remain in control or it 
will appoint a trustee or trustees to operate the 
company during the time it is in 77-B. 

“You know of course that the company’s present 
board of directors is made up of Mr. Dollar, Mr. 
Hoover-(as nominee of the Fleishhacker bank), Mr. 
Wrenn (as nominee of the trade creditors), Mr. 
Jackson (the so-called independent director), and 
Mr. Poole (as the nominee of the Commission). 
Possibly this management would be satisfactory if 
the present board should be continued throughout 
the time the company is in 77-B, but it is doubtful 
whether this would be the situation. Mr. Poole’s em¬ 
ployment is for the period during which the present 
temporary subsidy is in effect and it is not unlikely 
that should the company go into 77-B efforts will be 
made to replace him when such subsidy expires or 
is terminated. This might result in the Commis¬ 
sion being entirely without representation. It is 
not impossible that other vacancies will arise by the 
resignation of Mr. Jackson or Mr. Wrenn and [935] 
it might be that even though they do not resign, they 
will not be re-elected. 

“If the court should appoint a single trustee it 
is not to be expected that it will appoint a nominee 
of the Commission, since it would be contended that 
the Commi s sion is a secured creditor and its inter¬ 
ests are or might be adverse to the other creditors 
and equity holders. If the court should appoint 
three trustees it is possible that it would appoint one 
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proposed by the Dollar interests, one proposed by 
the Commission, and one the court itself would 
independently select. However, it is likely that 
such selections would meet with inspired opposition 
on the part of the general creditors who would con¬ 
tend that since the Commission’s position is fully 
secured it is not entitled to a representative. 

“Next, what would be the result so far as con¬ 
tinued operations are concerned? Obviously it 
would be impossible to continue operations except at 
a substantial loss, especially after July 25th when 
the temporary subsidy expires (or before that date 
if the Commission should exercise its right of termi¬ 
nation). The losses realized by the Company during 
January, February, March and April, before any 
provision for depreciation, without taking subsidy 
payments into account, have averaged around $280,- 
000 per month. With depreciation, these losses have 
averaged about $335,000. Will the court, in [936] 
view of such losses and the increase in losses that 
must be expected in the event the company is 
operated under court control, authorize continued 
operation? Probably it would do so only if it can 
be shown that the difference between what the losses 
will be with continued operations and without con¬ 
tinued operations, will be offset by the loss in going- 
business values that will result from a shut-down. - 
It may be that the probable losses that will be in¬ 
curred by continued operations would make that 
eourse inadvisable and unjustified. Of course, if 
operations are not continued, American flag serv¬ 
ice on the routes being served will temporarily be 
at an end and the entire fleet will be laid up. This 
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obviously will seriously adversely affect the value 
of the company, and it must be anticipated that 
there will be tremendous repercussions. 

“It might be that if the court would permit the 
foreclosure of the Commission’s mortgages, or the 
release of the vessels to the Commission, the Com¬ 
mission could then make some arrangement to have 
them continue the service. Probably the time ele¬ 
ment would make it impracticable to set up a new 
organization, with offices and personnel in the many 
American, Orient and other freight ports, or to set 
up an organization which would be able to [937] 
obtain the freight and passenger business justifying 
operations. It would, therefore, become necessary 
to work out some deal with the Dollar company, 
through the court, or to work out some deal with 
some other ship operators or agents. It is doubtful 
whether a satisfactory arrangement could be made 
under such distressed circumstances, and it is not 
unlikely that the ship operators who might be con¬ 
tacted would take advantage of the situation to ob¬ 
tain unduly favorable terms. Consideration must 
also be given to the possibility that such an arrange¬ 
ment with other existing operators might result in 
the creation of a practical monopoly of transpacific 
shipping in a single company, and to the policy 
involved by such situation. 

“If the company goes into 77-B, how long will it 
be before it will be brought out? It is impossible 
to say. Assuming it will be possible to expeditiously 
prepare a reorganization plan acceptable to all in¬ 
terested groups, the necessary proceedings in pre¬ 
senting and hearing the petition, preparing and 
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submitting schedules of property and creditors, 
bearing and determining objections to claims (in¬ 
cluding the determination of what claims have the 
status of maritime liens), preparation of a reorgani¬ 
zation plan, soliciting consents of the various groups 
affected by the plan, giving and publishing neces¬ 
sary notices, etc. will require at least several [938] 
months. Unless a mutually acceptable reorganiza¬ 
tion plan is expeditiously worked out and pre¬ 
sented, the resulting objections, hearings and con¬ 
tests will greatly extend the time. A probable aline- 
ment of interested groups will be: 

“1. Maritime Commission, as mortgagee, 

“2. Anglo Bank, as secured creditor, 

“3. Maritime lien claimants, 

“4. General creditors, 

“5. Debenture holders, 

“6. Preferred stockholders, and 
“7. Holders of Class ‘A’ and Class ‘B’ stock. 
“With opposition, and if dilatory tactics are re¬ 
sorted to, it would be possible to delay any final 
reorganization in 77-B for many months and pos¬ 
sibly for a few years. It is not without significance 
that the Pacific Steamship Company 77-B proceed¬ 
ings, where the Dollar interests have been permit¬ 
ted to remain in control, were commenced on Sep¬ 
tember 25, 1935, and as yet they have not even pro¬ 
ceeded to the state where any reorganization plan 
has been agreed to by the interested groups. 

“What plan of reorganization will ultimately 
result? Again it is impossible to say with any cer¬ 
tainty. The major difficulty so far as the Maritime 
Commission is concerned will be to obtain a plan 
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whereby it will end up in a position where it [939] 
can exercise control over management and opera¬ 
tions if it should deem such control necessary. 
All other interested groups will unquestionably in¬ 
sist upon something, and the least they will accept 
will be stock carrying some voting control. The 
strength of the Commission's position will be in its 
control over subsidies and new money. This ulti¬ 
mately should result in gaining voting control. 

“The alternative to a 77-B proceeding is to effect 
a voluntary deal by continued negotiations. If sub¬ 
stantially the same results can be accomplished in 
this way, it would appear to be the preferable 
course to follow. I am not as yet satisfied that this 
cannot be done. If 77-B proceedings are resorted 
to I doubt whether the Commission and the R.F.C. 
will end up with any more than the following: 

“1. A blanket mortgage on the entire fleet ratably 
securing the R.F.C. and repair loans. 

“2. A junior blanket mortgage on the entire fleet 
securing the present indebtedness. 

“3. An acceptable arrangement with the Robert 
Dollar Company respecting acquisition of necessary 
assets and personnel. 

“4. Extension of Fillmore-Johnson mortgage. 

“5. Conversion of Dollar Wharf and Warehouse 
Company indebtedness. [940] 

“6. Voting rights, carrying control, or ability to 
control if deemed advisable, of operations and 
management. 

“I think there is a reasonable possibility that all 
of the above can be gained by continued voluntary 
negotiations. It might also be possible to get some 
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additional guarantee rights although I do not think 
is possible to gain all the guarantee rights requested 
in the Commission’s letter of April 28th. Voting 
control could be obtained through all the Class ‘B’ 
stock and all of this is held by The Robert Dollar 
Company and Dollar of California. I am not greatly 
impressed with the advantages that will be gained 
by requiring any other stock. If the indebtedness is 
repaid the additional stock is unnecessary, and if 
it is not repaid the stock will have little or no 
value. 

“I do not wish to appear unduly pessimistic 
about what can be accomplished in 77-B proceed¬ 
ings, or to unduly overestimate the difficulties that 
will be encountered or the adverse conditions that 
will result therefrom. If they should come about 
much can be accomplished by aggressive action on 
our part, and the advantages that result from the 
ability to grant or withhold subsidies to the reor¬ 
ganized company and to furnish the new money that 
will be required should put the Commission in a 
dominating position and ultimately should result in 
a satisfactory set-up. However, before that [941] 
program is resorted to we should attempt to antici¬ 
pate the consequences and appraise the comparative 
advantages and disadvantages, and, if such program 
is decided upon, we should undertake to formulate 
and work out a definite course of action. 

“If the Commission decides that voluntary nego¬ 
tiations should be continued, and will furnish me 
with instructions as to minimum conditions, I will, 
if it wishes, see what can be accomplished. It might 
be more effective to move in this way rather than by 
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writing the company and submitting modified con¬ 
ditions, since it would be possible to first contact 
members of the board, the bank, and the executor 
and attorney for the Harold Dollar estate, and 
solicit their active cooperation. 

“Prom the very inception of the negotiations Mr. 
Dollar has taken a very strong and unequivocal 
position in regard to his continued control, and it 
may be that the prospect of obtaining his consent 
to or approval of any arrangement that vests vot¬ 
ing rights in the Commission which will or might 
result in his loss of control, will be more difficult 
and is more doubtful and remote than I have in¬ 
dicated.” 

Mr. Harrison (continuing) : We wish now, [942] 
if it please the Court— 

The Court: The significance, please. Who wrote 
that? 

Mr. Harrison: Reginald S. Laughlin. 

The Court: Now, the relevancy? 

Mr. Harrison: The purpose is to show that this 
letter, written by special counsel for the United 
States Maritime Commission, coming as it did just 
before the June 4 proposals of the Maritime Com¬ 
mission itself, and having properly been considered, 
we assume, by the board, in preparing those pro¬ 
posals, carries out the thread that runs throughout 
the negotiations from April 28 to August 15; that 
the only thing the representatives of the Commission 
still sought to obtain, in any event, was control of 
the company, and that remained, and continued to 
remain, their sole objective. 
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At this point we wish to offer stipulation article 
22, paragraph 29, appearing at page 130, commenc¬ 
ing at line 16: 

“29. As of July 15, 1938, it was reasonably esti¬ 
mated, and Dollar of Delaware and the Commission 
believed, that the cost of repairs, reconditioning and 
betterments then remaining to be done on the thir¬ 
teen ships would be about $1,500,000 as set forth in 
Document 22-5. 

“30. As of August 1, 1938, it was reasonably esti¬ 
mated, and Dollar of Delaware and the Co mmi ssion 
believed, that the cost of repairs, reconditioning and 
betterments then remaining to be done on [943] 
twelve ships (not including President Lincoln) 
would be about $1,350,000, as shown by Document 
22 - 6 . 

“31. Dollar of Delaware incurred expenditures 
totalling about $775,000 for the accomplishment of ' 
said repairs, reconditioning and betterments by Au¬ 
gust 5, 1938, and an additional $12,000 by August 
31, 1938, a total of about $787,000 of which total 
about $67,000 was incurred prior to January 25, 
1938. Of the foregoing amounts incurred $131,000 
had been paid by August 31, 1938, and the rest was 
unpaid, all as set forth in more detail in Documents 
22-7 and 22-7A. No repairs were made in this period 
on the Wilson and Lincoln.” 

We now wish to offer stipulation article 9, para¬ 
graph 2. 
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Mr. Harrison: But before reading that portion of 
the stipulation, I would like to refer to a docu- [944] 
ment introduced by plaintiffs, in connection with the 
cross-examination of Mr. Radner, which is attached 
to a certain exhibit introduced by plaintiffs, and I 
am not sure whether the Court had it under defend¬ 
ants' exhibits 1, 2, 3, and 4, or plaintiffs’ exhibit 43. 

Mr. Lasky: The plaintiffs’ exhibit 43 was one 
of the attachments to defendants’ exhibit L 

Mr. Harrison: That is correct. This is a minute 
entry— 

Mr. Siegel: A draft of a minute entry, Mr. Har¬ 
rison. 

Mr. Harrison: It is entitled: 4 ‘Minute Entry, 
August 25, 1937.” 

The Court: That is attached to a report of Jan¬ 
uary 4, 1938, to Mr. Sheehan, which was defend¬ 
ants’ exhibit number 1 for identification, I have it 
marked. 

Mr. Harrison: Correct, your Honor. 

Mr. Siegel: That has been offered as defendants’ 
exhibit 1, and this particular item was an exhibit 
thereto which I did not offer and which was offered 
as a plaintiffs’ exhibit. 

Mr. Harrison: And then, on the further exami¬ 
nation of Mr. Radner, we offered in evidence fur¬ 
ther attachments. 

The Court: You introduced the attachments D, 
E, and F, which were plaintiffs’ exhibits 42, 43 
and 44. 
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Mr. Harrison: I wish now to read from page 6 
of 43, which is the minu te entry referred to [945] 
there: 

“In addition to the foregoing, Mr. Dunne pointed 
out that independent appraisals were being made of 
the Dollar vessels by three sources: (a) by the Tech¬ 
nical Division of the Washington office; (b) by the 
Commission’s representatives in the San Francisco 
office, who have had considerable experience in such 
matters; and (d) by Pillsbury & Curtis, outstanding 
ship appraisers on the Pacific coast. Mr. Radner 
pointed out that Pillsbury & Curtis had been rec¬ 
ommended to the Co mmis sion by Mr. Bailey, Execu¬ 
tive Vice President of the Matson Line, and that 
Mr. Staver, Assistant to Commissioner Moran, who 
is familiar with Mr. Pillsbury’s reputation, had 
also expressed confidence in the soundness of Mr. 
Pillsbury’s valuation, as had Mr. Brierley, Chief 
of the Technical Division. Mr. Radner further 
pointed out that, while the appraisals had not as 
yet been completed, it was believed that they would 
in each case be substantially higher than the 
amounts assumed in the pro forma balance sheet 
for the purpose of establishing the sound financial 
condition of the Dollar Line. The appraisals, sub¬ 
sequently received and filed with the Commission, 
sustained Mr. Radner’s views in that regard. For 
convenience, they are summarized below:” 

And then appear the appraisals elsewhere pro¬ 
duced in connection with the Dunne-Radner plan. 
Proceeding to read from stipulation page 76, para¬ 
graph 2: 





1226 R . Stanley Dollar, et al 

“2. In footnote 19 of the 4 pro forma explan- [946] 
atory notes and sources from which assets are de¬ 
rived’ in said August 25, 1937, plan it is said that 
•three independent appraisals were then under way, 
which it was expected would be completed by the 
'end of the week. One of said appraisals was made by 
Captain A. F. Pillsbury, one by E. C. Mausshardt, the 
Pacific Coast Regional representative of the United 
States Maritime Commission, and one by the Tech¬ 
nical Division of the United States Maritime Com¬ 
mission in Washington, D. C. 

4 4 3. On August 24, 1937, Captain Pillsbury made 
and rendered in writing his appraisal of certain 
ships owned by Dollar of Delaware and by affiliated 
companies. Document 9-1 is a true and correct copy 
of said appraisal Of the ships listed in said exhibit 
the Presidents Hoover, Coolidge, Cleveland, Lincoln, 
Pierce, Taft, Wilson, Adams, Harrison, Polk, Gar¬ 
field, Hayes and Monroe were owned by Dollar of 
Delaware, the others being owned by affiliates or 
subsidiaries. Document 9-1 is one of the three in¬ 
dependent appraisals referred to in above-mentioned 
Note 19 of said August 25, 1937, plan. 

4 4 4. On August 25, 1937, said E.. C. Mausshardt, 
now deceased, submitted to Mr. D. S. Brierley, the 
Director of the Technical Division of the United 
States Maritime Commission, his appraisal of said 
vessels, thus: 

44 President Coolidge.$5,798,000 [947] 


4 4 502’s. 553,800 each 

44 535’s. 684,700 each 
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This was the second appraisal referred to in 
above-mentioned footnote 19, represents Mr. Mauss- 
hardt’s opinion of the values of said ships when 
rendered, and may be received as evidence of such 
opinion. According to Mr. Mausshardt’s statement 
to Mr. Brierley in rendering his opinion, the fore¬ 
going values were ‘ based on their [then] present 
market values and considered as a rising market. 7 

“5. Thereafter in August, 1937, Mr. D. S. Brier- 
ley, Chief of the Technical Division of the United 
States Maritime Commission in Washington, D. C., 
appraised the said vessels and gave to the Commis¬ 
sion his opinion of their then market value as 
follows: 

“President Coolidge.$5,850,000 

“535 7 s. 1,050,000 each 

“Built up 502 7 s (Presidents 
Adams, Garfield, Harrison and 

Polk) . 730,000 each 

“The other 502 7 s (Presidents 
Hayes, Monroe and Van 
Buren) . 585,000 each 

“Total for the thirteen vessels.. .$15,775,000 
“This was the third of the three appraisals re¬ 
ferred to in above-mentioned footnote 19 and repre¬ 
sents the opinion of said D. S. Brierley of the 
values of said ships when rendered and may be [948]; 
received as evidence of such opinion. 

“6. The matters set forth in subdivisions a to n, 
inclusive, of this paragraph 6 may be deemed to be 
the testimony of Captain A. F. Pillsbury, and any 
party may offer any part thereof, either as on 
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direct examination or by way of cross-examination 
or redirect examination, if appropriate as such, with 
respect to any other part offered by an adverse 
party. 

“a. Captain A. F. Pillsbury has been, since 1903, 
engaged in San Francisco as a ship appraiser and 
surveyor and has had extensive experience through¬ 
out the entire United States in that profession. In 
1903 he became a surveyor and appraiser for the 
Board of Marine Underwriters in San Francisco 
and continued with that Board in that capacity as 
their exclusive surveyor until May, 19] 2, when he 
went in business for himself as a surveyor, ap¬ 
praiser, ship broker and salvage man. From May, 
1917, until June, 1919, he was the representative on 
the Pacific coast of the United , States Shipping 
Board for the requisitioning of ex-German ships 
interned on the Pacific coast, in the Philippine 
Islands and in the Hawaiian Islands, and for the 
supervision of building ships. During the time he 
was with the Shipping Board he negotiated the 
purchase and chartering of ships for the Shipping 
Board and also their operation. From 1919 to [949] 
1933 he was in partnership with Captain Curtis as 
surveyors, ship brokers, appraisers and salvage men 
under the name of Pillsbury and Curtis and subse¬ 
quently continued the business under that name 
until association with W. L. Martignoni, and has 
continued in the same business until the present 
time under the name of Pillsbury & Martignoni. 

“From 1903 to the present time, he has been 
interested in the sale and purchase of ships of all 
kinds, and during that time has personally ap- 
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praised far in excess of 500 ships and has purchased 
some 50 ships of different types.” 

Mr. Harrison (continuing) : We might point out 
at this time that the Commission itself, in its Au¬ 
gust 25, 1937, minutes referred to him as the out¬ 
standing ship appraiser on the Pacific Coast. 

We next wish to offer stipulation article 9, para¬ 
graph 6-B, on page 79, at line 10: 

“b. The appraisal made by him in August, 1937, 
of which Document 9-1 is a true copy, represents 
his opinion of the values of the ships then appraised 
when rendered, as set forth in said document.” 

At this time we will offer in evidence the said 
document, which is 9-1 attached to the stipulation of 
facts of the parties (handing the document [950] 
to the deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit 142. 

(The Pillsbury & Curtis appraisal, as of Au¬ 
gust 24, 1937, accordingly was marked and re¬ 
ceived in evidence as Plaintiffs’ Exhibit No. 
142.) 


[Plaintiffs’ Exhibit No. 142 reads as follows:] 
Pillsbury & Curtis 

No. 4774 August 24,1937 

REPORT OF SURVEY 

Appraisal of the Fair Market Value to a Going Con¬ 
cern of the Steamers of the Dollar Lines 
as of August 24,1937 

At the request of the Dollar Lines we hereby ap- 
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praise the fair market value, to a going concern, of 
the steamers of the Dollar Lines’ fleet, as follows: 


Name of Steamer 

Constructed 

Gross Tons 

Fair Market Value 
to a going concern 

President 

Hoover 

1931 

21936 

$ 6,250,000.00 

President 

Coolidge 

1931 

21936 

6,250,000.00 

President 

Cleveland 

1921 

14123 

1,150,000.00 

President 

Lincoln 

1921 

14187 

1,150,000.00 

President 

Pierce 

1921 

14123 

1,150,000.00 

President 

Taft 

1921 

14123 

1,150,000.00 

President 

Wilson 

1921 

14127 

1,150,000.00 

President 

Grant 

1921 

14119 

1,150,000.00 

President 

Jefferson 

1921 

14187 

1,150,000.00 

President 

Jackson 

1921 

14174 

1,150,000.00 

President 

McKinley 

1921 

14123 

1,150,000.00 

President 

Madison 

1921 

14127 

1,000,000.00 

President 

Adams 

1921 

10516 

1,000,000.00 

President 

Harrison 

1921 

10504 

1,000,000.00 

President 

Polk 

1921 

10500 

1,000,000.00 

President 

Garfield 

1921 

10495 

1,000,000.00 

President 

Hayes 

1920 

10533 

850,000.00 

President 

Monroe 

1920 

10533 

850,000.00 

President 

Van Buren 1920 

10533 

850,000.00 

President 

Johnson 

1904 

15543 

350,000.00 

President 

Fillmore 

1904 

15542 

350,000.00 

Ruth Alexander 

1912 

8135 

650,000.00 


$31,750,000.00 


The foregoing appraisal totaling Thirty One Mil¬ 
lion Seven Hundred and Fifth Thousand Dollars for 
the twenty two steamers represents, in our opinion, 
the fair market value of the fleet to a going concern, 
considering all the existing conditions, which include 
high replacement costs, etc. The valuations of the 
ships have been made uniform as to type, except in 
the case of the “President Madison”, which has not 
been fully restored as a passenger ship, and also in 
the case of the “President Hayes”, “President Mon¬ 
roe” and “President Van Buren”, which have less 
passenger accommodations than the other ships of 





vs. Emory S. Land, et a! 


1231 


the “502” type. While, doubtless, some ships of the 
same type have a greater value than others, it would 
be impossible without making a complete inspection 
of each ship, to state what that is and it is felt that 
the average is fair. 

PILLSBURY & CURTIS 
Ship Appraisers. 

By /s/ A. P. PILLSBURY 


The Court: This is offered for what purpose? 

Mr. Harrison: For the purpose of establishing 
the actual market value of the ships of Dollar of 
Delaware, at the time that the appraisals were ren¬ 
dered, to wit, in August, 1937, in the opinion of the 
independent appraisal of the expert, Captain Pills- 
bury. 

I think for the convenience of the Court, if it 
does not appear on that exhibit, that it would be 
helpful if the Court would check the following ships 
that are ships of the American Mail Line. 

The Court: The Ruth Alexander, I take it, was 
one. Is that correct? 

Mr. Harrison: That is correct. And we would 
check off the Hoover. 

The Court: That is gone. 

Mr. Harrison: Yes, your Honor. 

The Court: And the Coolidge? 

Mr. Harrison: I can give you the names, if your 
Honor would jump down to the Grant, may it please 
the Court, the Grant, the Jefferson, the Jackson, 
the McKinley, and the Madison, which were all 
American Mail Line ships. 
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The Court: The Hoover is gone; the Grant, Jef¬ 
ferson, Jackson, McKinley, the Madison, are all 
American Mail Line ships, and the Ruth Alexander 
is out. [951] 

Mr. Harrison: That is correct. And, further¬ 
more, I think we ought to check the Johnson and the 
Fillmore, because although still owned by the com¬ 
pany, and part of its assets, they were subject to 
mortgages distinct from the mortgages with which 
we are presently concerned. 

The Court: The Johnson and the Fillmore. 

* * * * * 

Mr. Harrison: 

Continuing on the same page of the stipulation, 
page 79: 

“c. In making the appraisal set forth in Docu¬ 
ment 9-1, Captain Pillsbury assumed that the Dol¬ 
lar of Delaware vessels would be used in the serv¬ 
ices in which they were then being operated, and 
that, based on the experience prior to the depres¬ 
sion, operation in such services would be profitable. 
He did not consider the earning record of the com¬ 
pany subsequent to 1929, and his opinion would not 
have been affected thereby. In determining [952] 
'going concern 7 value he assumed that any vessel 
lost would have to be replaced by a then existing 
vessel, to avoid loss of earnings, and in this con¬ 
nection he gave substantial weight to the fact that 
in August, 1937, there were few vessels of the same 
type which could be purchased for replacement. 

“d. In the year 1937 a very marked rise occurred 
in both the reconstruction costs and the sales prices 
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of vessels, due to the placing in that year of large 
orders by the Italian and Russian governments. A 
sharp decline in such costs and prices occurred in 
1938. The fluctuations in the sales prices of the 
Dollar of Delaware vessels would not have been so 
marked as in case of purely cargo vessels because 
they were liners with rates and revenues not subject 
to such sharp fluctuations. 

“e. In his appraisal of August, 1937, Captain 
Pillsbury referred to the then high replacement or 
reproduction costs, but he did not use them in his 
calculations, and he did not believe they were en¬ 
titled to much weight. Had they been used, the 
values placed by him on the vessels would have 
been much higher. 

“f. The valuations set forth in Document 9-1 did 
not represent his estimate of the prices which might 
be realized in the event of sale of the vessels. [953] 

“g. Some time after the middle of 1938 Mr. A. B. 
Poole, Treasurer of Dollar of Delaware, orally re¬ 
quested Captain Pillsbury for his opinion of the 
then market value of the company’s 502’s (the Pres¬ 
idents Adams, Harrison, Polk, Garfield, Hayes, 
Monroe and Van Buren) and the 535’s (the Presi¬ 
dents Cleveland, Lincoln, Pierce, Taft and Wilson). 
In response Captain Pillsbury informed Mr. Poole 
that in his opinion the 535’s were then worth as their 
market value $750,000 each; that such of the 502’s 
as had been built up with additional superstructure 
(Presidents Adams, Garfield, Harrison and Polk) 
were worth as their market value $550,000 each and 
the remaining 502’s were worth as their marked 
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value $500,000 each. These values represented his 
opinion of the price which could be realized, not 
on a forced sale, but at a sale using prudent business 
methods of selling. 

‘*h. The values given Mr. Poole in the year 1938 
were conservative and were limited to the amount 
which could have been obtained for the 535’s and 
the 502 ? s, without any increment of additional value 
to the company for earning power. The values so 
given were values obtainable in a series of indi¬ 
vidual sales. 

“i. Mr. Poole did not request Captain Pills- [954] 
bury for his opinion of the market value of the 
President Coolidge in the oral request referred to 
in paragraph g. When in his August, 1937, appraisal 
he gave the figure of $6,250,000 as the value of the 
President Coolidge as part of a going concern, Cap- 
tin Pillsbury did not consider the increase in cost 
of ship construction occurring since 1927. The in¬ 
creased cost between 1928 and 1937 was approxi¬ 
mately 27% per cent. The reproduction cost new 
of the Coolidge in 1937 would be approximately 
$9,500,000. 

“j. Depreciation on combination passenger-cargo 
vessels would properly be figured over a period of 
25 years. 

“k. Depreciation and increase in costs of con¬ 
struction, in the case of the President Coolidge, 
would thus just about balance each other. 

“L Consequently, on further consideration, Cap¬ 
tain Pillsbury is of the opinion that the figure of 
$6,250,000 for the President Coolidge in 1937 was on 
the low side. Therefore, despite all factors tending 


vs. Emory S. Land, et ai 


1235 


to produce lower values in 1938, he is definitely of 
the opinion that in August, 1938, the President 
Coolidge was worth at least and not less than 
$6,250,000 as its market value, using the same stand¬ 
ards of valuation by which he arrived at his figure 
of $750,000 for the 535’s, $550,000 for the built up 
502’s and $500,000 for the other 502’s. [955] 

“m. It is his opinion that in August, 1938, a 
conservative market value for the thirteen ships, the 
five 535’s, the seven 502’s, and the President 
Coolidge (taken as the sum total of their individual 
values in individual sales) was not less than $13,- 
700,000. 

“n. After the fall of France in 1940 the sale and 
charter market of vessels became demoralized, and 
as a result vessel values dropped to or below their 
1938 values and did not recover until late in 1940. 

Mr. Harrison (continuing): At this point [956] 
we wish to offer that part of the stipulation article 
2, paragraph G. 

The Court: Is any part of this stipulation in 
reference to Captain Pillsbury going in as cross- 
examination? 

Mr. Siegel: If your Honor please, they have 
offered paragraph 6. 

The Court: In other words, his examination con¬ 
cludes at paragraph 6? 

Mr. Harrison: I think that is correct. 

The Court: All right. 

Mr. Harrison: At this time we wish to offer ar¬ 
ticle 2, paragraph G, commencing at line 4, page 
16 of the stipulation, as follows: 
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“ Document 2-G-12 is a report by Commissioner 
Truitt to the Commission on September 22, 1938.” 

And we now offer 2-G-12 in evidence on behalf 
of the plaintiffs. 

Mr. Siegel: Mr. Harrison, isn’t this one of the 
documents that has been given an exhibit number 
by the Court, which the Court took in as part of the 
report of Commissioner Truitt? 

Mr. Harrison: That is correct. Then we need not 
offer it. 

Mr. Siegel: If you wish to have the Court’s offer 
stand— 

Mr. Harrison: Oh, yes. 

The Court: Would you both feel better if I 
admitted that as Plaintiffs’ Exhibit 143? [957] 

Mr. Harrison: That might be well, your Honor. 

The Court: Very well. 

(The Truitt memorandum heretofore identi¬ 
fied as document 2-G-12, was accordingly 
marked and received in evidence as Plaintiffs’ 
Exhibit 143.) 

Mr. Harrison: May it please the Court, because 
this document is not part of the published Blue 
Book, and therefore is not before your Honor in 
any other form except this, we would like to read 
from it, the “Memorandum re Earnings Estimates: 

“I have given long and earnest consideration 
to the question of the earning power of the Dollar 
services in order to determine whether or not the 
Commission is justified in relying upon the earnings 
estimate furnished by the company to the Commis- 


vs. Emory S. Land, et al 


1237 


sion and to the Reconstruction Finance Corporation. 
The figures submitted by the company show an 
estimated net profit before depreciation of $1,304,- 
149, for the first full year of operation. 

“Several days ago I investigated the circum¬ 
stances under which the company estimates were 
made. In this connection I ascertained, in conversa¬ 
tion with Mr. Poole, that the following persons, in 
addition to Mr. Poole, had worked on these esti¬ 
mates: Mr. M. Buckley, Vice President in charge of 
Freight Traffic of the company; Mr. D. T. [958] 
Buckley, the Comptroller of the company; Mr. Mac- 
Kenzie, Vice President in charge of Passenger 
Traffic; Mr. Bush, Vice President in charge of 
Operations, together with the staffs of these officials; 
also, Mr. Butterfield, our District Auditor at San 
Francisco, had collaborated in the work. All of these 
persons concurred in the result and stated that the 
estimates represented their best deliberate judg¬ 
ment. This was later confirmed by wire (attached). 

I also checked these estimates against the prior 
estimates made by the Commission’s representa¬ 
tives, particularly, the estimates made by Messrs. 
Dunne, Lawrence, and Radner and contained in 
their report of August 25, 1937. The Commission 
will recall that these gentlemen spent several weeks 
in San Francisco for the purpose of making an 
exhaustive examination of the affairs of the com¬ 
pany and that upon their return to Washington 
almost four weeks additional study was given the 
problem before their report of August 23, 1937, was 
made to the Commission. Their report was ap¬ 
proved by Mr. Houlihan, the then Director of 
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Finance, and by Mr. Slacks, the Financial Assistant 
to the Chairman. There they summarized the re¬ 
sults of the first ten months of 1936 as follows: 
Gross revenue, $14,172,000; net voyage profit be¬ 
fore subsidy or depreciation, $704,000. (I wish to 
call the attention here that this estimate com- [959] 
pares very closely to the company’s estimated in¬ 
come for the year February 1, 1939, to January 31, 
1940, of profit from vessels before subsidy of $702,- 
000.) The Dunne, Lawrence, and Radner report 
eliminated the months of November and December, 
1936, on account of the West Coast strike. In the 
same report, they estimated for the year ending 
June 30, 1938, a gross revenue of $18,664,000 and a 
net voya&e profit before subsidy or depreciation, 
$409,000. As to this estimate, the report says “ Esti¬ 
mates of increased gross offset by correspondingly 
increased expenses, net results being quite similar 
to 1936,’ and, quite frankly, that ‘In view of the 
uncertain oriental situation, any estimate at this 
time appears unreliable.’ 

“In the same report, a comparison was [960] 
made with the first ten months of 1935 after taking 
into account overhead and interest and subsidy 
($2,700,000.00), or mail pay, which corresponded 
reasonably closely. However, the estimate for the 
year ending June 30, 1938, gave effect to the fol¬ 
lowing: (a) Reduction in bank interest, $70,000; (b) 
management cost reduced $230,000 (incidentally, 
this was to be accomplished by the elimination of 
the Robert Dollar Co. contract amounting to $230,- 
000); (c) elimination of the Matson contract, sav¬ 
ing $150,000 annually. On this basis, there was 
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available for depreciation or amortization, $2,291,- 
000 as compared with an equivalent figure for the 
ten months of 1936 of $1,436,000. 

I wish to point out that corresponding savings 
will be effected under the Adjustment Plan as sup¬ 
plemented by the debt adjustment which was made 
in January, 1938; namely, (a) bank interest on 
$1,000,000 was eliminated entirely and on $1,800,- 
000 reduced from 6 per cent to 3^ per cent, making 
a total interest saving of $105,000; (b) the esti¬ 
mate as to reduction of management cost of $230,000 
is, in my judgment, conservative; the saving may 
be closer to $300,000; (c) I agree with the estimate 
of savings from the cancellation of the Matson con¬ 
tract of about $150,000. The consequence is [960A] 
that if we consider the earnings for the first ten 
months of 1936 as normal; namely, $1,486,000 be¬ 
fore depreciation and add thereto, the three items 
just mentioned which aggregate $485,000, the com¬ 
pany would do as well as in 1936 and would have 
available for amortization $2,121,000. The com¬ 
pany’s present estimate of $1,304,000 is, of course, 
much lower, and properly so, because the 1936 
income account included the earnings of the Presi¬ 
dent Hoover, but we could assume the loss of earn¬ 
ings by the Hoover to be about $800,000 and still 
reach a result which would show the reasonableness 
of the company’s estimate. 

“I next turn to the Houlihan-Wilcox report of 
2 April, 1938, in which the Director of the Division 
of Finance and the Director of the Division of 
Operations and Traffic estimated the net income 
available for amortization was $1,270,000, or, after 
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taking into account ‘ elements of conservatism/ 
$1,095,000. This report received 'careful considera¬ 
tion' and was wholly approved by the Long Range 
Subsidy Committee in its report to the Commission 
on 5 April, 1938. [961] 

* * * * * 

“The plan proposed by Messrs. Houlihan and 
Wilcox did not take into account the cancellation of 
the Matson contract but on the contrary contained 
an estimated charge against the earnings of about 
$125,000. Therefore, in order to made the Houlihan- 
Wilcox figures comparable to the company’s esti¬ 
mates, they should be increased by that amount and 
will consequently be $1,395,000, or on a conserva¬ 
tive basis $1,220,00. I therefore consider the Houli- 

han-Wilcox estimate as being corroborative of the 
company’s estimate of September, 1938. Also it 
should be pointed out here that the ‘Houlihan- 
Wilcox’ estimates did not take into account what 
are considered to be definite prospects of an increase 
in gross revenue which the company should now 
obtain from the Hawaiian trade due to the termina¬ 
tion of the Matson contract. Therefore, I do not 
consider their estimates as seriously out of line 
with the company’s estimate of September, 1938. 

“There has now been presented to the Com- [962] 
mission a memorandum addressed by Mr. Wilcox, 
signed (D.B.D.), setting forth an estimated voyage 
profit before subsidy of $158,000 as compared with 
the company’s estimate of $754,000. The only rea¬ 
son given for this new estimate is, ‘It should be 
pointed out that the above estimates are conditioned 
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upon relations between the United States and Japan 
and relations between China and Japan, with con¬ 
sideration of the present war-like activities in 
China.’ In conversation with Mr. Donald he states 
inter alia that he arrived at this view early in July, 
1938, and so advised Mr. Houlihan. This ties in with 
Mr. Houlihan’s remarks to the Commission on July 
12,1938. 

“The important point here is that the estimate 
just submitted emphasizes a short-term situation to 
the entire disregard of the past evidence of poten¬ 
tial earning power of the company over a reasonable 
period of time.” 

And the footnote says: 

“It would be equally unfair to use the last return 
voyage of the Coolidge as typical. Word from our 
West Coast representatives is that that particular 
voyage was the greatest in her history. The [963] 
gross revenues exceeded the estimates by over $188,- 
000.00. The company’s first estimate was $225,- 
000.00. Mr. Butterfield, feeling that this estimate 
was entirely too conservative, urged them to raise 
the estimate to $294,000.00. This was before the 
voyage started. Later this estimate was revised 
up to $414,000.00. The actual gross revenue was 
$438,000.00. This is indicative of the fluctuation in 
traffic and cargo offerings as affected by many world 
events. It is also indicative of the conservatism 
which permeates the estimates of the company made 
in September, 1938.” 

I now continue reading from page five, paragraph 
three: 
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“Both the Dunne-Lawrence-Radner report and 
the Houlihan-Wilcox report view the situation upon 
its long-term aspects and properly so, and as dem¬ 
onstrated above, they are remarkably close on such 
a difficult subject as earnings estimate in the re¬ 
sults reached and remarkably close to the estimates 
of the company. 

“The problem before the Commission is to weigh 
the evidence in the light of its inherent probability 
or lack thereof, and to arrive at the best judgment 
possible under the circumstances. Viewed in this 
light, it is my considered judgment that the Com¬ 
pany has reasonable expectations of earnings be¬ 
tween $1,200,000 and $1,400,000 annually. Mr. [964] 
Anderson has submitted an amortization schedule 
which calls for an annual payment of $500,000 on 
new money and approximately $600,000 on the Com¬ 
mission’s old debt. He states in this connection that 
if this payment can be kept up, it will equal the 
estimated annual depreciation on the fleet. The Com¬ 
mission’s interest in the collateral will not therefore 
suffer over the five-year period on this basis. 

“The Commission should consider another aspect 
which in my opinion is of great importance to it— 
that if the company averages only 75 per cent of 
the company’s estimate of $1,300,000, it will have 
demonstrated an earning power sufficient to protect 
and preserve our collateral. 

“Also, the Commission is not irrevocably com¬ 
mitted to continue the vessels on their present serv¬ 
ices if it is demonstrated that better results could 
be obtained by a rearrangement of the services. It 
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would be to the interest of all hands to undertake 
any rearrangement of services which might reason¬ 
ably appear to be advantageous. Under cooperative 
management such changes could easily be effected. 
Furthermore, during this period of time the com¬ 
pany will have maintained an all important service 
from the West Coast to the Orient and beyond—all 
important to the demands of commerce and national 
defense. [965] 

“ Respectfully submitted, 

“MAX O’RELL TRUITT, 
“Commissioner. 

“22 September, 1938.” 

Mr. Harrison: Counsel has suggested a correc¬ 
tion, and he is correct, if Your Honor please, on 
Plaintiffs’ Exhibit No. 142. 

We told the Court that after making the elimina¬ 
tions suggested, that the total value of the ships in 
appraisement was $19,200,000. Actually, it is $18,- 
550,000. 

We now offer that portion of the stipulation 
consisting of article 19, paragraph 7, commencing 
on line 30 of page 113. 

“Document 19-6 is a true copy of a radiogram of 
March 27, 1938, from A. B. Poole to the United 
States Maritime Commission.” 

Which we offer in evidence as plaintiffs’ exhibit 
next in order. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 144. 
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(Radiogram heretofore referred to as Docu¬ 
ment No. 19-6, was accordingly marked and 
received in evidence as Plaintiffs 7 Exhibit No. 
144.) 


[Plaintiffs 7 Exhibit 144 reads in part as 
follows:] 

* * • * • 

Have You Considered Availability Coolidge For 
Additional Mortgage? I Am Informed She Would 
Cost Quarter To Half More Now Than Original 
Eight Million And Present Value Near Original 
Cost. No Plan Other Than Common Stock Invest¬ 
ment 1250 Thousand or More or Merger With Strong 
Corporation Would Justify Directors Pay Preferred 
Dividends Next Few Years Basic Difficulty Is That 
Present Equity Is Modestly Above Or Below Zero 
Depending On Valuation Given Fixed Assets. On 
Commission Invested Capital Valuation Equity Be¬ 
low Zero. Hence No Borrowing Program Carries 
Long Term Stability. Inability Either To Replace 
Vessels Or To Meet Important Losses From Strike 
War Depression Or Maritime Disaster Will Con¬ 
tinue For Years To Present Weakness Despite 
Dollars Strong Position In China And The Import¬ 
ance And Soundness Of The Trade Routes. Only 
Over Many Years Could Dollar With Good Fortune 
Rebuild Itself On Borrowings Instead of Common 
Stock Investment. 
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Mr. Siegel: I take it, Your Honor, that letters 
offered of this character are being received [966] 

subject to the same reservations that I made before. 

* * * * * 

Mr. Harrison: And we also wish to offer article 
19, paragraph 8, which is on page 114 of the stipu¬ 
lation, at line 2, reading as follows: 

“8. Document 19-7 is a true copy of a memoran¬ 
dum prepared on April 22, 1938, by M. C. Wilcox, 
Director of the Division of Operations and Traffic.” 

And we offer the document in evidence as plain¬ 
tiffs’ exhibit next in order. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 145. 

(Memorandum heretofore referred to as 
Document No. 19-7, was accordingly marked 
and received in evidence as Plaintiffs’ Exhibit 

. No. 145.) 

Mr. Siegel: May I ask of Mr. Harrison what 
purpose this document is offered for? [967] 

Mr. Harrison: This is all on the subject of valua¬ 
tion, Mr. Siegel. 

Mr. Siegel: As I recall that document, it is a 
memorandum of conversation of Mr. Dollar. 

Are you offering the declarations of Mr. Dollar 
in evidence that are contained therein? 

Mr. Harrison: Well, I will read it and I think 
it will be obvious. 

The document is a memorandum for file, dated 
April 22, 1938: 

“At a meeting in this office on Tuesday, April 
19, the following were present: R. Stanley Dollar, 
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President, Dollar Steamship Lines, J. D. Hopkins, 
Dollar Steamship Lines, F. W. Myers, of Johnson 
& Higgins, B. K. Ogden, Director, Division of In¬ 
surance, U. S. Maritime Commission, M. L. Wilcox, 
Director, Operations and Traffic, U. S. Maritime 
Commission. 

“The question of hull and disbursement insur¬ 
ance on the Dollar Line fleet was discussed. As a 
result of the conference Mr. Dollar instructed John¬ 
son & Higgins to endeavor to place insurance on 
the Coolidge up to approximately $8,000,000 and to 
take advantage of the 40% disbursement ratio now 
allowed. The new coverage would then be approxi¬ 
mately as follows: 

“$5,750,000 Hull [968] 

2,300,000 Disbursements 


$8,050,000 Total” 


[The last paragraph of Plaintiffs 7 Exhibit 
145 reads as follows:] 

During the conversations both on Tuesday and 
today, we made it clear to Mr. Dollar that the 
placing of this insurance was entirely the prero¬ 
gative and duty of the Dollar Lines, and that any; 
instructions to Johnson & Higgins were to be con¬ 
strued as his instructions and not ours. 


Mr. Harrison: I wish to point out to the Court that 
the Court may be familiar with this marine insurance 
terminology, but disbursements and hull, for the pur¬ 
pose of total loss, are one and the same risk. 
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Mr. Harrison: At this point we wish to offer 
article 9, paragraph 16, at line 26, page 86 of the 
stipulation: 

“From November, 1935, through 1938, Dollar of 
Delaware carried insurance on the five 535’s amount¬ 
ing, for total loss, to about $1,680,000 each, and on 
the seven 502’s amounting, for total loss, to about 
$1,350,000 each. 

“17. From November, 1935, to April 25, 1938, 
Dollar of Delaware insured the President Coolidge 
for $6,350,000. 

“18. From April 25, 1938, to October 1, 1938, 
Dollar of Delaware insured the President Coolidge 
for $7,075,000. 

“19. From October 1, 1938, to October 1, 1939, 
Dollar of Delaware (American President Lines, 
Ltd.) insured the President Coolidge for $7,625,- 
000, and the insurance was thereafter increased to 
$8,055,000.” 

The Court: Now, this is all going to the question 
of value? 

Mr. Harrison: Yes, Your Honor. 

The Court: Showing that the insurance com¬ 
panies in evaluating their possible risk— 

Mr. Harrison (interposing): Not the insurance 
companies, if Your Honor please, but the [971] 
owner and the Maritime Commission. The owner, 
in applying for the insurance in that amount; the 
Maritime Commission in approving it and requiring 
it both under their mortgages and including in the 
premiums in the operating cost, subject to operat¬ 
ing-differential subsidies. 
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“20. In 1939, 1940, and 1941, American Presi¬ 
dent Lines, Ltd., carried insurance on the 502’s 
owned by it, amounting, for total loss, to about 
$1,350,000 each, and on the 535’s, amounting, for 
total loss, to about $1,680,000 each. Thereafter the 
535’s owned by it were insured at $1,450,000.” 

Mr. MacGuineas: May I interpose an objection 
to this paragraph of the stipulation? 

The Court: On the theory of post facto? 

Mr. MacGuineas: Yes, on the theory of post 
facto. There is no showing that the market value 
of this ship was the same as any ship relevant to 
this case, and I think the Court will take judicial 
notice of the fact that shipping conditions and 
economic conditions generally during the war period 
were far different from what they were up to ’38. 

The Court: You mean that any ship had an 
increase in value during the war because of the 
demand for ships? 

Mr. MacGuineas: Yes, certainly the economic 
conditions— 

Mr. Harrison (Interposing): This was not the 
war period, may I say. [972] 

The Court: ’39, ’40, and ’41. ’39 began the war. 

Mr. Harrison: It started in ’41, Your Honor. 

The Court: The war started in ’39. We got into 
it in ’41. 

Mr. Harrison: Pardon me. You are speaking of 
the war with the other countries. 

The Court: Yes. I assume there would be a 
demand for ships in bringing over supplies to the 
warring countries. 
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Mr. Harrison: This, if Your Honor please, you 
will realize in the beginning of 1939 was only two 
months and five days after the company was turned 
over, the management was turned over, and the 
result is that we are speaking of the commencement 
of this period to which this evidence is directed 
almost as of the time the contract was made. 

The Court: Now, there is also a hiatus there, 
and maybe there is and maybe there isn’t. Were 
there any repairs made on the ships immediately 
after the Maritime Commission took control? 

Mr. Harrison: As I recall the stipulation and 
the evidence I have read in, and I hope Mr. Lasky 
will correct me if I am wrong, the stipulation read 
in this morning showed the repairs made in 1938. 

Is that correct, Mr. Lasky? 

Mr. Lasky: Approximately, yes. 

The Court: I mean the repairs made by [973] 
the Maritime Commission, presumably after they 
took full control of the properties. 

Mr. Harrison: If Your Honor please, on that, 
if there were any repairs made they were neces¬ 
sarily from the funds of this company, because 
the Maritime Co mmi ssion itself was not expending 
funds of the Government for repairs. Truly, they 
advanced funds by way of loan, in October—on 
October 26—but they were the funds of the com¬ 
pany, and if the company, after having borrowed 
money on the ships, increased the value of the 
ships by making repairs out of their own funds, 
it is relevant to the value in securing the loan that 
was made on them. 

The Court: I should think so. 
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Mr. MacGuineas: I don’t think that is so, with 
all due respect to Your Honor’s observation. 

The Court: You don’t think what is so? 

Mr. MacGuineas: I don’t think that that is 
relevant. 

The Court: Well, let’s put it this way: If you 
take my automobile today and you also take some 
money that I have in the bank, and then you go 
out and get my automobile repaired and have it 
made a better automobile than it was— 

Mr. MacGuineas: It would not follow that there 
was an equivalent in the amount spent for repairs 
and a change in market value of ships. 

Certainly there is no evidence in the case [974] 
to indicate that. 

The Court: This is talking about insurance. 

Mr. Siegel: That is also offered. Your Honor, 
as evidence for value here. 

The Court: I know that, but this particular 
paragraph that you object to merely states the fact 
that there was insurance carried on the 502’s owned 
by it amounting for total loss to the sum of $1,350,- 
000 . 

Mr. MacGuineas: My point is, if that has any 
relevance in this case, it could only go to the value 
of the ships as of the time, ’39, ’40, and ’41. 

The Court: I don’t think that Mr. Harrison is 
introducing it for anything else. 

You <ire merely showing, I am assuming, that 
the value of the ships presumably seemed to in¬ 
crease in a short time after the Maritime Commis¬ 
sion took control in ’39, that increase had spiraled 
upward. 
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Mr. MacGuineas: Yes, but that was due, as 
Your Honor is well aware, to factors which were 
not in play in August of 1938. 

Mr. Harrison: I don’t deny, Your Honor, that 
the value of these ships increased in that series of 
years, because of war conditions. 

All we are trying to do is place before the Court 
the values that preceded our transactions and [975] 
that immediately followed it, and to show what 
happened thereafter. 

The Court: Well, it isn’t in any way controlling. 
I am not going to be moved one way or the other 
by it. I will let it in for what probative value it may 
have with reference to the issue involved in this 
discussion. I think there is a great deal in what you 
say, Mr. MacGuineas, and I think there is some¬ 
thing in what Mr. Harrison says. 

Instead of ruling one way or the other, I will 
let it in de bene. 

Mr. Harrison: We here offer article 2, para¬ 
graph I, subdivision I, appearing at page 18 of the 
stipulation. 

The Court: Page 18i 

Mr. Harrison: Yes, Your Honor. 

We will merely read the introduction, with the 
permission of the Court, of this paragraph, and 
then request again that the reporter be permitted 
to copy the series of addendums with the dates, 
without the necessity of reading them into, the 
record. 

It reads as follows: 

“Subsequent to the execution of the operating 
subsidy agreement dated October 6, 1938, American 
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President Lines and the United States Maritime 
Commission entered into eighteen supplementary 
agreements entitled ‘First (or Second, Third or 
Fourth, as the case may be) Addendum to [976] 
the Operating Differential Subsidy Agreement dated 
October 6, 1938, between the United States Mari¬ 
time Commission and American President Lines, 
Ltd.’ The dates of said addenda are as follows: 

First Addendum—March 17, 1939. 

Second Addendum—August 15, 1939. 

Third Addendum—September 26, 1939. 

Fourth Addendum—October 31, 1939. 

Fifth Addendum—December 12, 1939. 

Sixth Addendum—December 22, 1939. 

Seventh Addendum—July 2, 1940. 

Eighth Addendum—January 10, 1941. 

Ninth Addendum—July 1, 1941. 

Tenth Addendum—July 1, 1941. 

Eleventh Addendum—Executed December 21, 
1943, as of September 24, 1943. 

Twelfth Addendum—December 30, 1943. 

Thirteenth Addendum—June 22, 1944. 

Fourteenth Addendum—June 28, 1945. 

Fifteenth Addendum—December 29, 1945. 

Sixteenth Addendum—June 29, 1946. 

Seventeenth Addendum—December 30, 1946.” 

The Court: Well, now, advise me what these [977] 
addenda are. 

Mr. Harrison: If Your Honor please, we don’t in¬ 
tend to use ourselves anything but one addendum for 
our own part 

The Court: Tell me what that is. 
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Mr. Harrison: They are a series of amendments 
made from time to time between the United States 
Maritime Commission and the American President 
Lines, amending in effect the subsidy agreement of 
October 6,1938. 

The Court: Now, have in mind from the stand¬ 
point of the orderly presentation of proof, we have 
not yet reached the controlling agreement of August 
19, 1938. 

Mr. Harrison: Well, if Your Honor please, that 
agreement is admitted in the pleadings. 

The Court: I know it is admitted in the pleadings, 

but I would like to have it in the record. 

* * * * * 

Mr. Harrison: Very well, Your Honor. 

If Your Honor please, we will make now a formal 
offer for the record of the document, and we will ask 
permission to have a number reserved at this point, 
and then we will introduce a copy which we will pre¬ 
pare for more convenient reference by the Court 

The Court: Well, is it in this so-called Blue 
Book No. 2, Reorganization of American Presidents 
Lines? 

Mr. Harrison: Yes, Your Honor. It is at page 109, 
and is Document 1-B. 

The Court: Well, I will tentatively denominate 
that as Plaintiffs’ Exhibit No. 146. 

(Accordingly, the numbering as Plaintiffs’ 
Exhibit No. 146 was reserved for the document. 
No. 1-B.) 

Mr. Harrison: Then we will also ask that the 
Court also designate a number for Document 1-C at 
page 118 of the Agreement 
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The Court: That will be Plaintiffs 7 Exhibit No. 
147. 

(Accordingly, the numbering as Plaintiffs’ 
Exhibit No. 147 was reserved for the document, 
No. 1-C.) 

-**■*•** 

Mr. Harrison: Now, if Your Honor please, we in¬ 
tend to supplement that offer shortly with a [980] 
statement of what was done in respect to carrying 
that contract into effect and consummating its terms. 

At the moment I was just trying to dispose of one 
subject completely and that was the subject of valu¬ 
ation which, to my mind, spoke of a time prior to the 
August 15 Agreement 

The Court: Yes, and which to my mind spoke aft¬ 
erwards. I can see your point. 

Mr. Harrison: I slopped over, Your Honor, in the 
presentation of it 

The Court: All right. 

You had been discussing Article 9, paragraph 16, 
line 26, and then paragraphs 16,17,18,19, and 20. 

Then I think you went to paragraph 1, page 18, to 
the addenda. 

Mr. Harrison: That is right, Your Honor. 

Now, I wish to refer to paragraph 2 on line 29 of 
page 18. 

Mr. Siegel: If the Court please, may I interrupt 
just a moment what Mr. Harrison is doing? 

I will just record, for the record, Your Honor, an 
objection to the offer of paragraph 1.1 will state my 
reasons after Mr. Harrison has completed his offer 
of additional evidence as a foundation. 

You have offered paragraph 1, have you not? 
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Mr. Harrison: Yes, but that is merely a founda¬ 
tion. I have not offered any document yet. [981] 

Mr. Siegel: Well, I am just recording my objec¬ 
tion now and will object to the offer of documents or 
that particular paragraph with reference to subject- 
matter which it relates. 

The Court: Suppose Mr. Harrison does not offer 
it? 

Mr. Siegel: He has offered the paragraph and I 
object to that offer just formally and will give my 
reasons when he completes his offer, to either the 
documents or further matters, to explain the basis 
of the subject to which the matter relates. 

Mr. Harrison: In order to identify the one docu¬ 
ment which is offered, we will refer to paragraph 2, 
commencing at line 29, page 18, commencing with the 
second sentence: 

“Document 2-1-5 is a composite of the original sub¬ 
sidy agreement and the seventeen addenda and, to¬ 
gether with Documents 2-1-1 to 2-1-4 and the addi¬ 
tional explanations below, adequately shows the alter¬ 
ations, deletions and additions made by the seventeen 
addenda.” 

AnH fhpTi, continuing to line 18 of the same page, 
with the sentence commencing thereon: 

“The provision on page 6 of Document 2-1-5, at¬ 
tributed to the Eleventh to Seventeenth Addenda, 
inclusive, was in fact added by the Eleventh Adden¬ 
dum, which provided for extension to December 31, 
1943 under the conditions there stated; the subse¬ 
quent Addenda modified this provision merely by 
<»hft-nging the date successively to June 30,1944, June 


1256 


R. Stanley Dollar, et al 


30, 1945, December 31, 1945, June 30, 1946, [982] 
December 31, 1946, June 30, 1947; while Document 
2-1-5 refers to an Eighteenth Addendum, no such ad¬ 
dendum has yet been executed.” 

And at this point we wish to offer merely that por¬ 
tion of the document for the purpose of showing that 
under the Fourth Addenda, dated October 31, 1939, 
it was provided that in the case of the loss of the 
Adams and Monroe the United States would pay 
$1,240,000 for each, and in the case of the loss of the 
Harrison, Van Buren and Polk, $1,344,000 for each. 

Mr. Siegel: And that is offered on the issue of 
value, Mr. Harrison? 

Mr. Harrison: That on the issue of value, and 
later on for the purpose of showing well, on the issue 
of value, that is all for the moment yes. 

Mr. Siegel: We renew the objection that Mr. Mac- 
Guineas made before and I take it Your Honor rules 
the same. 

The Court: I will rule the same. 

I don’t think that is helpful because I judge that 
on October 31,1939, the Dollar interests were out and 
the Adams and the Harrison were lost of the exigen¬ 
cies and casualties of war; is that right? 

Mr. Harrison: They were lost eventually, yes, 
Your Honor. Not at this time, but later on. 

The Court: Well, why were they paying $1,000,- 
000 ? 

Mr. Harrison: This does not provide for payment 
at this time, but it fixes the value by contract, [983] 
so that in the event of loss that will be the amount 
payable. Your Honor. 
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The Court: Well, they subsequently were lost? 

Mr. Harrison: Yes, Your Honor. 

The Court: Was that amount paid? 

Mr. Laskey: Other and different amounts were 
paid, higher amounts, Your Honor. 

Mr. Siegel: During the war period? 

Mr. Harrison: Yes. 

Mr. Siegel: I may say, Your Honor, supplement¬ 
ing what Mr. MacGuineas has said, that if Your 
Honor is to go into the subject, at the very least the 
plaintiffs should have the burden of showing that 
the values were comparable to those of ’38. I have 
good reason for raising the point, for the reason 
that there is a large series of documents prepared by 
the War Shipping Administration which respect to 
the subject which is raised by this offer of proof, and 
if the plaintiffs are bound to assume the burden of 
showing a similar level of values in the period in 
question with those that prevailed in ’38, it would 
very soon appear as we think that the values for the 
war period are quite clearly not comparable to those 
in 1938, and the defendants thereby would be relieved 
of the burden of having to go into a lengthly explana¬ 
tion of irrelevant evidence. 

The Court: I would say, apart from anything in 
the nature predicate laid for the introduction [984] 
of this evidence, that I will take judicial notice of the 
fact that after the outbreak of European hostilities, 
ship bottoms increased in value. 

There is no doubt about that 

Mr. Harrison: Yes, Your Honor. 

The Court: And substantially so, as the war pro¬ 
gressed. 
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Mr. Harrison: Yes, Your Honor. 

The Court: Of course, as we got into it, we got 
into the business of building ships as fast as we could 
build them. 

Mr. Harrison: Yes, Your Honor. 

The Court: So I don't think this is too helpful and 
I don’t think that I could permit evidence of this 
character to be in any way probative, and most cer¬ 
tainly not conclusive of the value of the ships in¬ 
volved on or about the 26th of October, 1938, because 
in the year that elapsed between the 26th of October, 
1938 and October 31, 1939, the world situation was 
such that there is no doubt about it that a war was in 
the offing, and then of course it had broken out at the 
time this Addendum was drawn or executed. 

You see? 

Mr. Harrison: Yes, Your Honor. 

The Court: So it goes, as I said, into the general 
overall picture and I am not considering myself 
bound by it, and I am admitting it de bene for such 
probative value as it may have, and I will be per¬ 
fectly frank in saying at this moment that I don’t 
think it has any. 

Mr. Harrison: As a matter of fact, Your [985] 
Honor, we intended to terminate this showing with 
the expiration of this one year’s period both before 
and after the date, and it will take us but a few mo¬ 
ments to put this in and pass on. 

The Court: Well, the same ruling with reference 
to other evidence of a similar character. 

Mr. Harrison: Yes, Your Honor. 

Referring to page 40, we will ask that Document 
2-1-5 be marked for identification. 
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The Deputy Clerk: Plaintiffs’Exhibit No. 148. 

(Operating-Differential Subsidy Agreement 
heretofore referred to as Document 2-1-5, was 
accordingly marked and received in evidence as 
Plaintiffs’ Exhibit No. 148.) 

The Court: With reference to the other exhibit, 
you said that any repairs that were made were made 
with the money of the Company. 

I am assuming that is money they obtained by loan 
from the RFC and the Maritime Commission for 
which the ships were collateral and whatever other 
property of like character the lines had. 

Mr. Harrison: I think it may be said if there were 
any, it was the Maritime Commission’s money be¬ 
cause, as I recall it, the money advanced by the RFC 
was for operating capital, Your Honor. 

The Court: Well, with that understanding, same 
ruling. 

Mr. Harrison: Yes, sir. [986] 

Mr. Siegel: May I say one word on that point. 
Your Honor? 

Your Honor has made the point that perhaps the 
expenditures for repairs would improve the value of 
the vessels? 

The Court: That is right 

Mr. Siegel: That is possible. We will offer evi¬ 
dence to the effect that according to Mr. Dollar they 
would not; but the point I wish to make now, which 
is clear on the face of the evidence, is that although, 
they mi ght conceivably increase the value, the in¬ 
crease could only be brought about by increasing the 
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indebtedness of the Company through incurring these 
loans, and consequently any increase in the value of 
the vessels, as such, would be offset by the indebted¬ 
ness increase through the loans, and hence, the equity 
in the vessel would not be increased. 

Mr. Harrison: I think it goes both ways. 

The Court: And that indicates the wisdom of my 
ruling. 

Mr. Harrison: Referring to pages 40, 41, 42, 43, 
and 44, of Plaintiffs’ Exhibit No. 148 for Identifica¬ 
tion, we ask that those pages be admitted in evidence 
commencing with Section 47 on the 6th line of page 
40. 

The Court: Now, may I interrupt? I reserved two 
denominations, that is, Exhibits 146 and 147,1 think 
it was. Isn’t that correct? 

The Deputy Clerk: Yes, Your Honor. [987] 

The Court : That is for the Adjustment Agree¬ 
ment of August 15,1938, denominated 1-B, and then 
the next number was 147 for 1-C, which was supple¬ 
mental. 

Mr. Harrison: Yes, sir. 

The Court: All right. I just wanted to have the 
exhibits straight. Thank you. 

Mr. Harrison: Now, without reading this, if Your 
Honor please, I will simply point out that this sec¬ 
tion of the Subsidy Agreement, relating to the re¬ 
placing or repairing of vessels, provides that the 
Commission will, in case of total loss, actual or con¬ 
structive, of the vessel, pay to the Operator certain 
sums representing their values. 
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; And then on page 43 those values are set forth: 

“S.S. President Adams. Agreed value, $1,240,000. 

“The value of interest of United States, $1,240,000 
as to hull war risk.” 

Second, S.S. President Harrison (a) agreed value, 
$1,344,000. 

Value of interest of United States, $1,344,000 as 
to hull war risks. 

Each of the other vessels has a similar value placed 
upon it. 

In the case of the 502’s, $1,240,000, and the 505’s, 
$1,344,000; the 502’s being apparently the built-up 
so-called part. [988] 

The Court: Is that the agreement that was exe¬ 
cuted on October 6th, 1938? 

Mr. Harrison: If that is the date. 

Mr. Siegel: It is Addendum 4 thereto, isn’t it? 

Mr. Harrison: Let me get the question of the 
Court straight 

Is the Court asking when the subsidy agreement 
was signed? 

The Court: Yes. I understood it to be, according 
to this stipulation, subsequent to the execution of the 
Operating-iSi&stdt/ Agreement dated October 6,1938. 

Mr. Harrison: That is correct, Your Honor. 

The Court: And what you have just read is an 
addendum to that agreement? 

Mr. Harrison: Dated December 22,1939. 

I offered the Fourth, Your Honor. 

Then, it is October 31,1939. 

The Court: All right, the addendum was fourth. 

Mr. Harrison: That is 148 for Identification and 
then we offer in evidence that portion of 148 for 
Identification to which we have referred- 
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At this point we wish to offer in evidence if Your 
Honor please Document 2-F-78, or rather, that part 
thereof which consists of a report of Commissioner 
Truitt, commencing at page 5328 of the minutes and 
extending to page 5331. 

The Deputy Clerk: Plaintiffs’ Exhibit No. [989] 
149. 

(Document heretofore referred to as Docu¬ 
ment No. 2-F-78, was accordingly marked and 
received in evidence as Plaintiffs’ Exhibit No. 
149.) 

Mr. Harrison: And turning to page 5328, begin¬ 
ning at the bottom of the page, the report is as fol¬ 
lows: 

“Commissioner Truitt then presented the [990] 
following memorandum, dated September 27, 1938, 
which he stated had been prepared upon receipt of 
memoranda, dated September 26, 1938, from Com¬ 
missioners Moran and Wiley: 

“September 27,1938 

“Subject: Dollar Adjustment Plan 

“In his memorandum of September 26, 1938, my 
colleague (Commissioner Moran) has summarized 
the reasons underlying the negative vote which he 
proposes to cast on the adoption of the Commission 
resolution for the confirmation of the adjustment 
plan dated August 15 and August 19,1938 and under¬ 
lying his recommendation that the Company be li¬ 
quidated and its vessels acquired and operated by or 
for the account of the Government. 
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“It is neither necessary nor appropriate that a 
reply be made to every statement or inference con¬ 
tained in the memorandum. This memorandum shall 
be confined to the very few matters which require 
consideration. 

“1. As to the legality of the proposed transaction, 
it should be said that notwithstanding the fact that 
this Commissioner has been a member of the bar for 
almost twelve years and has during that period [991] 
served as Solicitor of the Reconstruction Finance 
Corporation and as the General Counsel to this Com¬ 
mission, he has not, here, even assumed to pass on 
legal questions involved. He might have made refer¬ 
ence to these as a lawyer. That was unnecessary be¬ 
cause the Commission, through its General Counsel, 
is in a position to secure competent legal advice. That 
procedure has been followed here. The General Coun¬ 
sel in well considered opinions has given legal ap¬ 
proval to the various aspects of the reorganization 
plan. 

“2. My colleague makes the point that in his 
opinion the Co mmis sion cannot find that upon con¬ 
summation of the transaction the Operator will have 
the financial responsibility required by the Merchant 
Marine Act, 1936, as amended. This contention is 
based as far as I understand it on the proposition 
that the mortgages exceed the values which would be 
placed upon them if these values were determined 
under General Order No. 24 of the Commission. 
What my colleague completely overlooks is that Gen¬ 
eral Order No. 24 does not set forth a procedure for 
determining values. Order No. 24 involves the £ de- 
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termination of “cost” as an element of capital em¬ 
ployed under the Merchant Marine Act, 1936’. The 
order was not intended to do any more. For [992] 
the purpose of the recapture provisions of the stat¬ 
ute, the Commission was required to determine the 
capital necessarily employed. This could in my opin¬ 
ion have been based on factors other than original 
cost to the Operator or its predecessor, but the Com¬ 
mission upon the advice of its General Counsel de¬ 
termined that such cost was the proper measure of 
determining invested capital. General Order No. 24 
was adopted by the Commission on this basis. That 
its purpose was solely to meet problems arising under 
the recapture clause is self evident from its title, 
which is as follows: ‘Determination of “cost” as an 
element of capital employed under the Merchant 
Marine Act, 1936. ’ This order is not and was not in¬ 
tended to be a valuation formula. Even my colleague 
will agree, I am confident, that ‘cost’ and ‘value’ are 
not identical. For purposes of determining the net 
worth of the Operator and his consequent financial 
responsibility or lack thereof such adjusted cost may 
be too high in some cases or too low in others, (e.g. 
In the case which caused the Commission the most 
trouble; namely, the Export case we knew from rec¬ 
ords of actual sales that the old Export vessels were 
worth substantially more than the invested [993] 
capital allowed with respect to them under General 
Order No. 24.) 

“Further on this question of valuation, at no place 
have I stated that my conclusions were reached on 
the book values of the vessels. Neither did the report 
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made by Messrs. Dunne, Radner, and Lawrence in 
1937, nor the Houlihan-Wilcox report of 1938 rely on 
these book values, which were set up when Dollar of 
Delaware was organized nine years ago. Both the 
reports just mentioned and my conclusions were 
based upon appraisals of market values (‘true’ 
values, to use my colleague’s expression) made first 
by Mr. Mausshardt, second by the well-known sur¬ 
veyor and appraiser in San Francisco, Mr. Pillsbury 
and third estimates made by Messrs. Dunne, Radner, 
and Lawrence themselves. All of these appraisals to 
my mind justify the conclusion that vessel values are 
substantially in excess of the total mortgage debt 
which would be secured by these vessels upon the con¬ 
summation of the adjustment plan. 

“3. As to the earnings estimates, I am still con¬ 
vinced that 1936 earnings represent a reasonable 
basis of testing the validity of the estimates of the 
Company. The reports mentioned above as well as 
the Company’s own estimates were based upon [994] 
the judgment of those participating in their prepara¬ 
tion that 1936 earnings were about as good a guide to 
the potential earnings of the Operator under normal 
operation as could be obtained. 

“My colleague raises two incidental questions in 
connection with the earnings estimates as to which 
I wish to give just a passing notice. He says that Mr. 
Wilcox has repudiated the Houlihan-Wilcox report. 
This statement was a complete surprise to me and 
I consequently took occasion to ask Mr. Wilcox 
whether this meant that his estimates still repre¬ 
sented his opinions as of the date when this report 
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was submitted to the Commission and approved at 
its meeting of April 5,1938. He said he did not intend 
to leave the inference with the Commission that he 
had changed his mind as to what the Company could 
earn on the basis of an estimate made as of April, 
1938. 

“Mr. Wilcox further stated that he was not chang¬ 
ing his estimates as of that date but was changing his 
recommendations because he felt that the plan was 
not workable for the reasons given in his memoran¬ 
dum to the Commission dated September 13, 1938. 
Accordingly, I requested him to clarify his [995] 
position by a notation at the foot of the memorandum 
which he thereupon made. This notation reads as 
follows: 

‘September 26/38 

‘Mr. Truitt 

‘In accordance with your request, the following 
statement is made: 

‘It is not our intention to repudiate the April 2 
report as of April 2, nor for several weeks thereafter 
but it is our intention definitely to state that our rec¬ 
ommendations are not workable as of September 13 
for the five reasons stated in the body of the above 
memorandum. 

/a/ M. L. WILCOX 
M. L. WILCOX 

% 

Director, Operations and 
Traffic.’ 

“It is therefore clear that the so-called ‘repudia¬ 
tion’ by Mr. Wilcox relates to his recommendations 
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and not to his estimates as to what the Company could 
do on the basis of normal operations. It is to be 
pointed out that the Houlihan-Wilcox report was 
used in my memorandum for purposes of corrobora¬ 
tion of the Company’s estimates and that Mr. Butter¬ 
field participated in the making of both estimates. 

“The other matter which my colleague mentioned 
is that I have been misled as to the facts con- [996] 
ceming the participation of Mr. Butterfield in the 
preparation of the Company’s estimates and his con¬ 
currence in the results. I did not see the letter from 
Mr. Butterfield of September 23 which apparently 
contradicted the statements of Mr. Poole upon which 
I had placed reliance, until I called for it after receiv¬ 
ing Commissioner Moran’s memorandum. In order to 
clear up the matter, the Executive Director and I 
telephoned Mr. Poole and Mr. Butterfield and spoke 
to both of them at the same time. I then found out 
that the situation was exactly as Mr. Poole had rep¬ 
resented it in his telegram of September 16,1938, and 
that Mr. Butterfield was in error with respect to the 
conflicting statements which he made in his letter of 
September 23,1938.1 asked for written confirmation 
of this from both of these gentlemen, a copy of such 
confirmation will be annexed to this memorandum. 

“4. As to the question of replacement, I reiterate 
what I said in my report to the Commission that a 
replacement program financed by Dollar is presently 
not possible, although such a program might be pos¬ 
sible in the event of earnings which exceeded the 
Company’s estimates. When I said that the re- [997] 
placement problem cannot wait, I thought I had con- 
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veyed rather clearly my position which is that we 
cannot wait to commence new construction in order 
to see whether or not the Dollar Company might be 
able in the future to undertake such a program. 

4 ‘Furthermore, as to the replacement problem, all 
we can do is to secure a pledge of cooperation in such 
a program if the Commission should later be satisfied 
that Dollar could participate in a financial way in 
whatever program might be developed. We have had 
this problem up before in connection with the Liver¬ 
pool service of the United States Line and a clause 
almost identical with the replacement clause in the 
proposed Dollar subsidy agreement was inserted in 
our permanent subsidy agreement with United States 
Lines. 

“The Commission recognized last April or May 
when it announced its $100,000,000 replacement pro¬ 
gram for Pacific Coast shipping that the Government 
must take the initiative at once in providing replace¬ 
ments for the vessels on the West Coast including 
those operated on the Dollar services. The Commis¬ 
sion must therefore realize that no definite commit¬ 
ments could be given by the Dollar Line now to ini¬ 
tiate new construction. Consequently a replace- [998] 
ment provision was inserted similar to that inserted 
in the United States Line contract for the New York- 
Liverpool service. 

/s/ MAX O’RELL TRUITT 
Commissioner. ’ ? 

Mr. Laskey: With the leave of the Court, I [999] 
will take over the presentation of the case on behalf 
of the plaintiffs for the next few moments. 
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As the foundation for certain testimony about to 
he offered shortly, we now offer in evidence Stipula¬ 
tion Article 2, paragraph 37, on page 133, which 
reads as follows: 

“The voyages scheduled by Dollar of Delaware for 
the years 1937 and 1938 are set forth in Document 
22-11. The actual voyages on vessels of Dollar of 
Delaware during the same period are set forth in 
Document 22-12.” 

I also offer in the same article, paragraph 41 on 
page 134, which reads: 

“Documents 22-13, 22-14, 22-15 and 22-16 are tab¬ 
ulations showing results of voyages of Dollar of 
Delaware terminated, respectively, in the years 1936, 
1937, 1938, and 1939, and correctly state the facts 
there set forth.” 

We further offer Stipulation Article 6, paragraph 
2, on page 90, which reads: 

“Certain documents may be taken as evidence of 
the profit or loss realized by Dollar of Delaware, ac¬ 
cording to the Company’s books, for the periods 
stated therein, as follows:” 

And the only two that we are interested in are: 

“April and 4 months ending April 30,1938 [1000] 
Document 11-2 

“8 months ending August 1938 * * * Document 
11-4.” 

We also offer Article 6, paragraph 6, on page 91, 
which reads: 

“Certain documents are true copies of balance 
sheets of Dollar of Delaware for the dates stated 
thereon and may be taken as evidence of the assets 
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and liabilities of the Company on the dates stated, 
according to the Company’s books, as follows:” 

The only one we need refer to is June 30, 1938, 
Document 11-12. 

We now offer Article 22, paragraphs 10 and 11, 
on page 123, which reads: 

‘ ‘ 10. By reason of armed hostilities between China 
and Japan, sometimes referred to as the war in the 
Orient in documents herein identified, the vessels of 
Dollar of Delaware ceased to call at the port of 
Shanghai beginning in September 1937, and its ves¬ 
sels engaged in the Round the World service did not 
call at that port from then on through the year 1939, 
and its vessels engaged in the transpacific service did 
not call there until some time in October 1938. Prior 
to October 1937 the Port of Shanghai had been an 
important and regular port of call in both the trans¬ 
pacific and Round the World service of Dollar of 
Delaware. [1001] 

“11. Document 22-1 is a true copy of a memoran¬ 
dum of August 19, 1937 from Mr. M. J. Buckley to 
Mr. Charles King and may be deemed to be evidence 
of the matters stated therein.” 

We also offer Article 2, paragraph J, Section 1 
and 2 on page 21, which read: 

“Documents 2-J-l to 2-J-9 are true and correct 
copies of certain original Reports of Examination of 
the Accounts of American President Lines, Ltd. by 
John Forbes & Co., Certified Public Accountants, 
for certain years as follows: 
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“1938—Document 2-J-l 
' “1939—Document 2-J-2 
“1940—Document 2-J-3 
“1941—Document 2-J-4 
“1942—Document 2-J-5 
“1943—Document 2-J-6 
“1944—Document 2-J-7 
“1945—Document 2-J-8 
“1946—Document 2-J-9 

“2. Witnesses may be permitted to testify from 
and on the basis of those matters stated in Documents 
2-J-l to 2-J-9 which purport to reflect the facts set 
forth in the original financial records and [1002] 
books of account of American President Lines, Ltd., 
exclusive of conclusions as to the legal effect of any 
contract or transaction and exclusive of any other 
legal conclusions appearing in said reports, in the 
same manner and to the same extent as if they were 
testifying from and on the basis of the original finan¬ 
cial records and books of account of American Presi¬ 
dent Lines, Ltd.” 

We also offer Article 21, paragraphs 4, 5, and 7(c) 
on pages 118 and 119. 

Paragraph 4 reads: 

“Document 21-5 is a true copy of a compilation of 
data submitted by Dollar of Delaware to the United 
States Maritime Commission on or about September 
1, 1938, in support of an application for an Operat¬ 
ing-Differential Subsidy then filed. 

“5. Document 21-6 is a true copy of a compilation 
of data submitted by Dollar of Delaware to the 
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United States Maritime Commission on or about Feb¬ 
ruary 19, 1937, in support of an application for an 
operating differential subsidy then filed. 

“7(c) Witnesses may be permitted to testify from 
and on the basis of matters stated in Documents 21-5, 
21-6 and 21-7, exclusive of forecasts or opinions of 
future events, without first incorporating the [1003] 
document or pertinent part in the record, both as to 
matters that purport to reflect facts set forth in the 
original financial records and books of Dollar of 
Delaware and as to other matters stated in said docu¬ 
ments, but any witness so testifying may be required 
on cross-examination or re-direct examination to 
justify his testimony by reference to said documents 
and the document or pertinent portion may then be 
placed in evidence.” 

We also offer Article 2, paragraph J, section 3, 
on page 22, which reads: 

“Documents 2-J-10 to 2-J-18 are true and correct 
copies of the annual reports to stockholders issued by 
American Predident Lines, Ltd. for certain years as 
follows, and received by the stockholders on or about 
the respective dates of issuance of the reports: 

“1938—Document 2-J-10 
“1939—Document 2-J-ll 
“1940—Document 2-J-12 
“1941—Document 2-J-13 
“1942—Document 2-J-14 

‘ * 1943—Document 2-J-15 { 

“1944—Document 2-J-16 1 

“1945—Document 2-J-17 
* *1946—Document 2-J-18. ” 
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Mr. Hall, will you resume the witness stand, [1004] 
please? 

Your Honor, it may be helpful in order that the 
continuity of this witness’ testimony may be under¬ 
stood, to know that this witness, Mr. Hall, has al¬ 
ready testified that as of January 1, 1937, Dollar of 
Delaware had a deficit of $2,500,000, all incurred dur¬ 
ing the depression years, 1932 to 1935. 

Also that the evidence has shown that during the 
first six months of 1936, Dollar of Delaware made a 
net profit of nearly $300,000; in the first nine months, 
about $650,000, or a million and a quarter more than 
in the same period of 1935. 

It has also appeared in the evidence that these 
earnings for the first nine months of 1936 were con¬ 
sidered by the Maritime Commission in 1938 as a fair 
indication of the Company’s normal earning power, 
and finally, it has already appeared that on October 
28, 1936, a general strike broke out and lasted until 
February 4,1937. 

Thereupon 

E. H. HALL 

was recalled as a witness for and on behalf of the 
plaintiffs and, having been previously duly sworn, 
was examined and testified further as follows: 

Direct Examination—Resumed [1005] 

By Mr. Lasky: 

Q. Mr. Hall, have you examined Document 2-K-8, 
the statement of income and surplus of Dollar of 
Delaware for 1936? A. Yes, sir. 

Q. Now, in giving your answers to the various 
questions calling for figures, will you please give 
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them to the nearest thousand dollars and avoid the 
odd figures at the end? A. All right, sir. 

Q. What profit or loss did the Company make— 
Dollar of Delaware—for the calendar year 1936? 

A, $78,000. 

The Court: Profit? 

The Witness: Profit; yes, sir. 

By Mr. Lasky: 

Q. In other words, a $650,000 profit as of the first 
nine months had almost vanished by the end of the 
year? A. That is correct. 

Q. During the period of the strike? 

A. That is correct. 

Q. Now, have you examined Document 2-K-9, 
the income statement of Dollar of Delaware, for the 
year 1937? A. Yes, sir. 

Q. Did the company make a profit or a [1006] 
loss during the year 1937? A. It made a loss 
of $2,102,000. 

Q. What loss did it sustain for the first six 
months of 1937; that is to say, up to June 30 of 
that year? A. It made a loss of $758,000, 
which is an average loss per month of $126,000. 

Q. Now, have you studied and analyzed Docu¬ 
ments 22-11, 22-12, 22-13, 22-14, and 22-15, which 
are tabulations showing scheduled voyages of Dollar 
of Delaware for 1937 and 1938, and tabulation show¬ 
ing the actual voyages for those years, and showing 
the results of voyages terminated in the years 1936 
to 1938, inclusive? 

Did you make that examination? A. Yes, 
sir. 

Q. Can you tell from that examination—and, if 
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so, we wish you to state—the cause of the loss 
incurred in the first six months of 1937, as com¬ 
pared to the profit of the same period for the previ¬ 
ous year? A. The cause lies in two phases of 
the strike; first, there was a 35 per cent reduction 
in the number of vessel endings, or voyage closings, 
and secondly, the direct cost of the strike charged 
into voyage expenses. The net effect in the voyage 
reports exceeds $700,000. 

Q. There were over $700,000 of direct costs from 
the strike? [1007] A. That is the net effect. 

Q. Yes. A. That is right. 

Q. And in addition, the number of voyages that 
terminated in that period, you say, was 35 per cent 
less than scheduled? A. That is correct. 

Q. Now, you have just stated that the loss for 
the first six months of 1937 was $758,000. 

What was the loss for the last six months of 
1937? A. Well, excluding extraneous charges 
of prior years of about $210,000, the loss in the last 
six months of 1937 was $1,133,000. That includes the 
Hoover loss of $261,000. 

Q. When you say “Hoover loss,” you refer to 
the deficiency between the amount of the insurance 
proceeds and the book value of that ship? 

A. That is correct. 

Q. So if you exclude the so-called Hoover loss 
and what you call extraneous write-offs—w hat do 
you mean by extraneous write-offs, first? 

A. The prior years’ write-offs, such as charge- 
offs for bad debts and items of that sort applying 
to previous years. 
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Q. That is, items attributable to previous years? 

A. That is right. [1008] 

Q. Then excluding the extraneous write-offs and 
the Hoover loss, you say you come to a loss of how 
much for the last six months of 1937 ? 

A. $872,000. 

Q. Now, have you examined Document 11-1, the 
profit and loss statement of Dollar of Delaware for 
the nine months ending September 30, 1937? 

A. That is nine months? 

Q. Yes. A. Yes, sir. 

Q. Now, of the total loss of $872,000 you just 
referred to, incurred in the last six months of 
1937, how much of it was incurred in the last three 
months, from October 1 to the end of the year? 

A. $753,000. 

Q. In other words, the loss in the last three 
months was almost 90 per cent of the total loss for 
the last six months; is that right? A. That is 
correct. 

Q. Have you examined Document 22-1, the mem¬ 
orandum of August 19, 1937, from Mr. Buckley to 
Mr. King? A. Yes, sir. 

Mr. Lasky: At this point, if the Court please, 
we offer that memorandum in evidence as plaintiffs’ 
exhibit next in order. [1009] 

Mr. Siegel: Which one is that? 

The Court: That is Plaintiffs’ Exhibit 150, Mr. 
Clerk. 

The Deputy Clerk: Yes, Your Honor. 

(Document heretofore referred to as 22-1, 
was accordingly marked and received in evi¬ 
dence as Plaintiffs’ Exhibit No. 150.) 
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[Plaintiffs’ Exhibit 150 reads as follows:] 

San Francisco, California 
August 19,1937 

Memorandum to Mr. C. King: 

Reference discussion about Shanghai and what its 
elimination, as result of present war emergency, 
would mean to our cargo revenue: 

Attached is a statement which shows just what 
proportion of our revenue applies to Shanghai. 

Section 1: This shows total freight earnings from 
Atlantic and Pacific ports outward, also Shanghai’s 
revenue and percentage proportion thereof. 

Section 2: This shows the total outward gross 
freight earnings at all ports in our three separate 
services, also the revenue and percentage proportion 
on cargo loaded at Shanghai only. 

This complete statement shows (Section 1) that 
cargo loaded at Boston, New York, Los Angeles and 
San Francisco for Shanghai is 16.5% of our total 
cargo from Atlantic and United States ports out¬ 
ward. This includes even our intercoastal cargo west¬ 
bound, which is by far our biggest tonnage. 

Section 2 shows that of the 21 ports in our Round- 
World service, Shanghai alone produces only 3% of 
the total cargo revenue, i.e. cargo loaded. 

In a complete New York to Manila and return 
voyage (535’s) Shanghai produces 10.3%. This in¬ 
cludes loading at the ports in the Orient, also pine¬ 
apples from Honolulu to the Atlantic, and Pacific 
Coast to New York and Boston. 
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In a round voyage of the Hoover/Coolidge, Shang¬ 
hai produces 12.8%. 

Section 1: When we figure Shanghai, however, as 
a discharge port, the percentage improves a great 
deal. For instance, from Boston and New York to the 
Far East (we exclude intercoastal cargo as having 
no bearing on this question), the average earning per 
vessel is about $28,500, of which Shanghai’s propor¬ 
tion would be approximately $10,000 or 34%. 

From Los Angeles and San Francisco to the Orient, 
the average earnings are approximately $50,000 per 
ship, of which the Shanghai revenue is approxi¬ 
mately $10,000, or 20%. 

Section 2: Our average earnings from Shanghai 
(Round-World service), loading to Straits, Mediter¬ 
ranean and beyond is about $6,500 per ship, or the 
3% mentioned in Section 2 of the statement. 

In the 535 homeward service, Trans-Pacific (to and 
including Boston and New York), Shanghai averages 
about $30,000 per vessel, equivalent to 10.3%, includ¬ 
ing loading at Honolulu, also intercoastal, San Fran¬ 
cisco and Los Angeles eastbound. If we take out the 
domestic earnings (i.e. Honolulu cargo, also Pacific 
Coast to New York and Boston), Shanghai’s propor¬ 
tion would be much higher. In other words, since re¬ 
sumption of service, February 1937, our homeward 
earnings on the 535’s loading at Manila, Hongkong, 
Shanghai, Kobe and Yokohama only, have run be¬ 
tween $80,000 and $100,000, and as Shanghai aver¬ 
aged $30,000, this means that Shanghai’s proportion 
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of the earnings on loadings in the Orient is between 
30 and 35%. 

The Hoover and Coolidge have averaged since Feb¬ 
ruary last, between $80,000 and $85,000 per vessel 
homeward, of which Shanghai produced an average 
of $20,000 per ship, or approximately 24%. 

/s/ M. J. B. 

M. J. Buckley 

Enc. 

OUTWARD REVENUE FROM SHANGHAI BY SERVICES • 
BOSTON-NEW YORK-LOS ANGELES-SAN FRANCISCO 
REVENUES TO SHANGHAI—BY SERVICES AND 
PERCENTAGES 

* * * • * 

SECTION Is 


Boston-New York-Los Angeles-San Francisco Revenue to Shanghai 


No. 

Year 1937 Vessels 

Total 

Revenue 

Shanghai 

Revenue 

Percent. 

BOSTON 

Round-World 

10 

$ 189,880 

$ 5,185 

2.7% 

New York-Manila 

5 

87,823 

1,701 

1.9% 

Total 

15 

$ 277,703 

$ 6,866 

2.5% 

NEW YORK 

Round-World 

13 

$ 756,318 

$129,727 

17.1% 

New York-Manila 

6 

352,966 

48,623 

138% 

Total 

19 

$1,109,284 

$178,350 

16.1% 

LOS ANGELES 

Round-World 

15 

$ 190,401 

$ 29,084 

158% 

New York-Manila 

7 

69,766 

16,949 

24.3% 

Hoover-Coolidge 

4 

88,168 

20,607 

23.3% 

Total 

26 

$ 348,335 

$ 66,640 

19.1% 

SAN FRANCISCO 
Round-World 14 

$ 440,012 

$ 64,863 

14.7%' 

New York-Manila 

7 

225,239 

53,959 

23.9% 

Hoover-Coolidge 

7 

372,574 

88,386 

23.7% 

Total 

28 

$1,037,825 

$207,208 

20.0% 
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SECTION 2: 

Shanghai Outward 
Total Revenue Shanghai Revenue 
Feb.-June inc. 1937 Feb.-June inc. 1937 Percent. 
Round-World $ 2 , 388,423 $ 71,863 3.0% 

New York-Manila 1,216,412 125,016 10.3% 

Hoover-Coolidge 803,406 103,519 12.8% 

8/19/37 

* * * * * 

By Mr. Lasky: 

Q. Mr. Hall, can you tell, and if you can tell, 
will you state from the documents which you have 
examined, the cause of this loss which was sustained 
in the last three months of 1937? A. There 
were two causes for that. One was the cancellation 
of the mail pay which began to be felt in the latter 
part of September. 

Q. Mail pay or mail contracts? A. Mail 
contracts. There were two voyages prior to Septem¬ 
ber 30 that were without mail pay, but all of the 
voyages after September 30 were without mail pay. 

Q. And you say that the effect was not felt 
until September? A. That is right. 

Q. Will you explain how it happened [1010] 
that though cancelled on June 30, the cancellation 
did not affect the company’s accounts and books 
until September? A. Well, the cancellation 
was effective on sailings from San Francisco after 
June 30. Consequently, the vessels that sailed prior 
to June 30, those going around the world, would 
not return home until four months later. 

Q. So the effect of the cancellation began to be 
felt in September and was fully felt in the last 
quarter of the year? A. That is correct. 
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The second effect on the last quarter’s earnings 
were the Shanghai and the war situations, which 
affected about 17 per cent of gross freight revenue 
of the company. 

Q. To what extent, if any, did the disruption 
of schedules, due to the lack of betterments neces¬ 
sary to comply with safety at sea requirements re¬ 
flect itself in the accounts for the last three months 
of the year 1937 ? A. Not at all, because there 
again— 

Mr. Siegel: I did not get that question clearly. 
Would the reporter read it, please? 

(The pending question, as above recorded, 
was read by the reporter.) 

Mr. Siegel: If the Court please, I object to the 
question as assuming the cause of the disruption 
of the schedule. [1011] 

The stipulation, which I believe has been read, 
shows that the lack of repairs undoubtedly did cause 
some interruption, but does not show it was the 
only cause of interruption of the vessels, and, there¬ 
fore, the assumption is one which has not been 

established by the evidence. 

* * * * * 

Mr. Lasky: 

Now, I will withdraw that question for the mo¬ 
ment, then, and offer a part of the stipulation. 

I will offer stipulation article 22, paragraph 36, 
at page 132, which reads: 

“By reason of the fact that certain of the repairs 
and betterments were not being made, some of the 
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502’s and 535 7 s were unable to sail on their usual 
schedules, some were sailed as freighters, and some 
were laid up until dates subsequent to August 15, 
1938, from certain dates, as follows: 

President Wilson: From November 4, 1937. 

President Lincoln: From December 17, 1937. 

President Hayes: From January 1, 1937. 

President Monroe: From January 29, 1938. 

President Van Buren: From March 10, 1938. 

President Taft: From May 18, 1938. 

President Garfield: From April 4, 1938. [1014] 

(It is not hereby stipulated that all the repairs, 
reconditioning and betterments referred to in this 
article were or were not necessary in order to en¬ 
able the ships to sail.)” 

Mr. Siegel: That offer of proof does not supply 
the defect. The next paragraph specifically covers 
the projected schedule and those voyages which 
actually took place. 

There was no stipulation, there is no stipulation, 
that the lack of funds for repairs was the sole 
cause of all failures to sail. 

Undoubtedly it was the cause of some failures 
to sail, but not all. 

The Court: Well, if the witness can testify as 
the result of his examination what failures to sail 
were the result of the failures to secure the money, 
very well. 

***** 

E. H. HALL 

resumed the stand and was examined and tes- [1018] 
tiffed further as follows: 

Mr. Lasky: If Your Honor please, we had a ques- 
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tion pending when we adjourned yesterday, and an 
objection had been made to it 

I think the question was about as follows—this is 
the substance of it— 

“To what extent, if any, did the disruption of 
schedules, due to the lack of betterments necessary to 
comply with safety-at-sea requirements reflect itself 
in the accounts for the last three months of 1937?" 

And I understand that the Court, toward the close 
of the session, put it somewhat like this: 

“If the witness can testify, as the result of his ex¬ 
amination, what failures to sail were the result of the 
failure to secure the money, very well.” 

But that was not precisely the question I was ask¬ 
ing. I was not referring to lack of money, with this 
witness. I was asking merely the extent to [1019] 
which the disruption of schedules, which is already in 
evidence, due to the lack of betterments necessary to 
comply with the safety-at-sea requirements reflected 
itself in the accounts. 

The Court: If he knows. 

Mr. Lasky: If he knows. 

Direct Examination (Resumed) 

By Mr. Lasky: 

Q. Mr. Hall, can you tell from your examination 
of the various papers whether any disruption of 
schedules, due to lack of betterments in order to com¬ 
ply with the safety-at-sea regulations did or did not 
reflect themselves in the accounts for the last quarter 
of 1937? 

Mr. Siegel: If Your Honor please, as previously 
stated, there would be no objection to the question- 
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He has now reframed the question to say “due to lack 
of betterments.” If I may make the suggestion, if the 
question were due to failure to secure the money, in 
lieu of the failure to make the betterments, then I 
think we could ascertain whether the witness has the 
necessary information before him to make an answer. 

Mr. Lasky: The witness has been asked if he can 
testify; and, if he can testify, he is then open to cross 
examination to state how he can testify. I think the 
witness, better than counsel, should state whether he 
can tell. 

The Court (to the witness) : Is there any- [1020] 
thing in the data before you that indicates there was 
a disruption of schedules as a result of the failure of 
betterments as to any or some of the ships involved? 

The Witness: In the last quarter of 1937 ? 

The Court: Yes. 

The Witness: No, sir; there is not. 

By Mr. Lasky: 

Q. Mr. Hall, so far as the accounts are concerned, 
if there were disruptions of schedules, they would be 
reflected only with respect to scheduled voyage ter¬ 
minations ? Is that right ? A. That is correct. 

Q. So that if a voyage termination was not sched¬ 
uled for the last quarter of the year, but in the suc¬ 
ceeding year, no disruption in the starting voyage 
would be reflected in the accounts for that period? 
Is that right? A. That is right 

Q. Now’, then, returning to the question: 

Were any disruptions of schedules reflected in the 
accounts for the last quarter of 1937 ? A. No, 

none at all. 
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Q. All right. Now, Mr. Hall, what loss did the 
company sustain in the first two months of 1938? 

A. Excluding adjustments that applied to prior 
periods, $718,000 loss. [1021] 

Q. That is approximately 95 per cent of the 
amount lost in the first six months of 1937, is it not? 

A. That is correct. 

Mr. Siegel: That is the first two months of 1938, 
Mr. Hall? 

The Witness: That is right. 

By Mr. Lasky: 

Q. Can you tell us, and will you tell us, if you can, 
what was the cause of this $718,000 loss in the first 
two months of 1938? A. There were two causes. 
One was disruption of the schedules; and, second, 
there was no mail pay except on one voyage. That 
voyage was only $6,000—I mean subsidy, not mail 
pay—there was only $6,000 subsidy included in one 
voyage. That was the total amount of subsidy cred¬ 
ited in those two months. 

Q. So that no subsidy accrued on any other voyage 
during that period? A. Those that ended or 
terminated within that two months period; that is 
correct. 

Q. Have you examined Document 11-2, the profit 
and loss statement for Dollar of Delaware for the 
four months ending April 30, 1938? 

A. I have. [1022] 

Q. What were the losses in the first four months of 
1938, that is, up to April 30 ? A. Well, excluding 
the extraneous prior adjustments of $193,000, the 
loss was $1,244,000. 

Q. Can you tell, and if you can will you testify, 
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what was the cause of this loss of $1,244,000 for the 
first four months of 1938? A. Yes; there were 
two causes. First of all, disruption of schedules; and, 
secondly, the lack of full subsidy on the voyages, and 
also the voyages were at the low rates, the schedule 
in the temporary subsidy. In fact, the subsidy for 
that period was only $155,000, and there were some 
voyages in that period that had no subsidy. 

Q. Have you examined Document 11-4, the profit 
and loss statement of Dollar of Delaware for the first 
eight months of 1938, that is, ending August 31, 
1938 ? A. I have. 

Q. That statement also shows the profit and loss 
for the first seven months, does it not? A. It 
does. 

Q. What were the losses for the first seven months, 
that is to say, the period of 1938 ending on July 31? 

A. Excluding again the prior items, and also the 
item Reserve for Repairs, of some $780,000, I be¬ 
lieve it was, the loss for that period was $1,870,000. 
That would equal for the three months, May, June, 
and July, a loss of $626,000. [1023] 

Q. You say the loss, then, for the three months. 
May, June, and July, was $626,000. Can you tell us 
and will you tell us the cause of the loss for those 
three months? A. Yes; the principal cause 
there was the lack of completed voyages. Only 62 per 
cent of the scheduled voyages were completed in that 
period. 

Q. What was the amount of operating differential 
subsidy earned for the first seven months of 1938? 

A. $507,000. 

The Court: I beg your pardon. Wlien you say 
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44 earned,” what do you mean by that? The amount of 
subsidy to be granted is a matter that falls within 
the discretion of the Maritime Commission, isn’t it? 

Mr. Lasky: I don’t suppose, when a contract is en¬ 
tered into, it is discretionary any more. Under the 
terms of the contract, when a voyage is completed, a 
certain amount of subsidy accrues. 

The Court: All right. 

Mr. Lasky: I was trying to distinguish it from 
cash actually collected on account of subsidy. 

The Court: All right. 

By Mr. Lasky: 

Q. Will you state the amount of the operating 
differential subsidy for the first seven months [1024] 
of 1938? A. $507,000. 

Mr. Lasky: Your Honor will recall the temporary 
subsidy contract was entered into. 

The Court: Yes; I was rather intrigued by the use 
of the term “earned.” 

Mr. Lasky: It was designed only to distinguish 
from cash collected. 

By Mr. Lasky: 

Q. Have you studied Documents 2-J-l to 2-J-9, 
the copies of original reports of examination of the 
accounts of American President Lines, for the years 
1938 through 1946? A. Yes, sir. 

Q. How much of the operating differential sub¬ 
sidy, which you have just said was earned in 1938 
under the temporary agreement, was in fact re¬ 
ceived by the company in 1938? A. Well, the 
exact amount of that $507,000 is not determinable. 
But it would not be less than $4,500 nor more than 
$350,000. 
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Mr. Siegel: Again, was your question only as to 
the first seven months, Mr. Lasky, or the whole year? 

Mr. Lasky: That last question related to the whole 
year. I have asked how much of the subsidy earned 
or accrued under the temporary agreement was ac¬ 
tually received by the company in the year 1938. 

Mr. Siegel: And is it the witness’ testi- [1025] 
mony that only $507,000 of subsidy was accrued dur¬ 
ing the year? I didn’t think so. 

The Witness: No, sir. That is seven months. 

Mr. Siegel: I thought so. 

By Mr. Lasky: 

Q. Mr. Hall, will you please state the total losses 
of Dollar of Delaware for the period July 1,1937— 

A. Mr. Lasky, before we proceed, I think I have 
given a wrong impression there. The amount earned 
was $507,000. But the amount of collection relates to 
the total of $890,000 for the year, is it? I think I 
misstated that as relating to the $507,000. 

Mr. Siegel: And how much did you say was col¬ 
lected, Mr. Hall? 

The Witness: The collection on the total amount, 
as shown on those sheets—I believe some eight hun¬ 
dred thousand dollars—it would not be less than 
$4,500, nor more than $350,000. But the exact amount 
is not determinable. 

By Mr. Lasky: 

Q. To clarify that, the amount earned, in the 
sense that we are using it there, for the first seven 
months, it was $507,000? A. That is correct. 

The Court: Isn’t that amount earned predicated 
on the voyages made? [1026] 

Mr. Lasky: The voyages made and completed. 
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The Court: Made and completed. In other words, 
operating differential subsidy is merely largess the 
Government gives in order to permit the line to com¬ 
pete with the foreign flag lines? Isn’t that it? 

Mr. Lasky: Well, we wouldn’t like to use the term 
“largess.” Itmeans the difference between the Amer¬ 
ican costs and the foreign costs, because the ships are 
compelled to incur American costs. It is a sort of 
parity. 

The Court: But it is this: The American lines 
couldn’t compete, in the Orient or elsewhere, even in 
the trans-Atlantic service, because of higher labor 
and other costs, unless the Government, this Govern¬ 
ment, made up the difference. 

Mr. Lasky: That is correct. 

The Court: So that is what is called the operating 
differential subsidy. 

Mr. Lasky: That is correct. 

The Court: And it is predicated on each individ¬ 
ual voyage made, not contemplated? 

Mr. Lasky: Actually made and terminated, yes, 
sir. 

The Court: All right 

By Mr. Lasky: 

Q. Now, the $508,000 was the amount earned on 
the voyages terminated in the first seven [1027] 
months? A. That is right 

Q. And a somewhat larger amount, eight hundred 
odd thousand dollars, was earned under that January 
5 agreement, through the period of the life of that 
temporary agreement in 1938? A. Yes. But 
that includes your reconditioning costs. 

Q. Right. But the total amount actually in cash 
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collected, under the operating differential subsidy, 
for your operating subsidy, was, you say, three hun¬ 
dred— A. Not over $350,000. 

Mr. Siegel: On the operating differentials? 

The Witness: On the operating differentials. 

By Mr. Lasky: 

Q. Now coming to the question I had started to 
ask, will you state the total losses incurred by Dollar 
of Delaware from July 1,1937, to July 31, 1938^ 

A. Deducting the repair reserve and the extra¬ 
neous items, which I was not able to determine how 
much of them applied in an exact period; but leaving 
those out, your total loss is $2,890,000. 

Including those items, your total loss, as shown by 
the reports, would be $4,064,000. 

Q. The total losses are something over four mil¬ 
lion dollars? A. That is right; that in- [1028] 
eludes all items. 

Q. Now, how much new money, by way of loans 
and new capital, was obtained by Dollar of Delaware 
in 1938 from existing stockholders and creditors, 
other than the United States? A. Slightly un¬ 
der four million dollars. The actual amount is $3,924,- 
300. 

Q. So that the amount of losses from July 1,1937, 
to July 31, 1938, is approximately the same as the 
amount of new money by way of loans and capital 
you have just referred to— A. Very close. 

Q. —to replace back in. 
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How much of this new money was by way of loans, 
and from whom was it obtained? A. There was 
$250,000 obtained from the Anglo Bank; $200,000 
from the Dollar Steamship Line of California; and 
$50,000 from the Dollar Wharf and Warehouse Com¬ 
pany. 

The Court: We have been over that, haven’t we? 
Mr. Dollar has already testified to that, hasn’t he? 

Mr. Lasky: Yes, Your Honor; I am not going 
into it. 

By Mr. Lasky: 

Q. And how much of that money was by stock 
issue ? A. $3,424,300. 

The details of that are Dollar of California [1029] 
and other companies that Mr. Dollar has an interest 
in, $1,495,400; trade creditors, $788,500; Anglo Bank, 
$1,140,400. 

Q. In what way was this three and a half million 
dollars of capital, using round figures, obtained from 
the stockholders and creditors ? A. Well, they 
gave up their creditors’ claims and took a subordi¬ 
nated stock position. 

Q. Now, have you examined Document 11-12, 
which is the balance sheet of Dollar of Delaware as of 
June 30,1938? A. I have. 

Mr. Lasky: We offer in evidence at this time, if 
Your Honor please, that document 11-12, being Dol¬ 
lar Steamship Lines, Incorporated, Limited, balance 
sheet, as of June 30, 1938—and, without reading the 
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whole thing, it shows it was prepared by the comp¬ 
troller’s department of that corporation on July 30, 
1938, which is the date nearest or next preceding the 
execution of the August 15 agreement. 

The Court: Is that 151, Mr. Clerk ? 

The Deputy Clerk: Yes, Your Honor. 

(The Dollar Steamship Lines balance sheet, 
June 30,1938, heretofore identified as Document 
No. 11-12, was accordingly marked and received 
in evidence as Plaintiffs’ Exhibit No. 151.) 


[Plaintiffs’ Exhibit 151 reads as follows: ] 
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PLAINTIFFS’- EXHIBIT No. 151 

DOLLAR STEAMSHIP LINES INC., LTD. 


BALANCE SHEET—JUNE 30, 1938 


ASSETS 

CURRENT WORKING ASSETS: 

Cash .$ 110,214.76 

Cash Held in Trust... 53,007.92 S 163,222.68 


Accounts Receivable: 

Traffic .... 602,851.72 

Claims...._.... 32^10.68 

Holding, Sub., Affil. & Assoc. Cos.— 31,067.01 

U. S. Maritime Commission. 252,387.42 

Miscellaneous & Accrued...— 91,960.85 1,010,477.68 


Inventories: 

Shipping Inventories . 178,793.73 

Miscellaneous.. 919.96 179,713.69 


Other Current Working Assets_ 8,500.00 


TOTAL CURRENT WORKING ASSETS S 1,361,914.05 


VOYAGES IN PROGRESS: 

Unterminated Voyage Expense... 966,611.28 

Less: Unterminated Voyage Revenue.. 663,108.76 303,502.52 


SPECIAL FUNDS AND DEPOSITS_ 71,815.27 

INVESTMENTS: 

Securities of Hold., Subsid. & Etc. Cos—. 3,883,850.14 

Other Investments ... 30,167.28 3,914,017.42 


PROPERTY AND EQUIPMENT: 

Floating Equipment Vessels.. 28,598,319.11 

Less: Depreciation Reserves. 7,219,66457 21,378,65454 


Other Shipping Property & Equipment.. 53,889.06 

Less: Depreciation Reserves.. 37,854.73 16,03453 


TOTAL PROPERTY & EQUIPMENT._ 21,394,68857 


OTHER ASSETS: 

Claims Pending. 306,676.45 

Other Non-Current Notes & Accts. Rec. 10,168.69 316,845.14 


DEFERRED CHARGES & PREPAID EXPENSE 114^87.75 


GRAND TOTAL........$27,477,071.02 


LIABILITIES & CAPITAL 


CURRENT WORKING LIABILITIES: 

Notes Payable ..-.—... 

Accounts Payable: 

Trade ..-.$ 1,574,689.26 

Traffic .-.. 751,000.98 

Officers & Employees... 6,806.70 

Holding, Subsidy Affil., & Assoc. Cos. 50,495.05 

Matson Navigation Co.... 237,087.14 

Miscellaneous & Accrued... 320,06654 


Reserves for Unrecorded Liabilities. 

Long Term Debt Due Within One Year: 

Mortgage Notes—U.SM.C.. 

TOTAL CURRENT WORKING LIABILITIES 

ADVANCE TICKET SALES & DEPOSITS_ 

LONG TERM DEBT DUE AFTER ONE YEAR: 

Mortgage Notes—U.S.M.C. . 7,053,231.04 

Other Secured Long-Term Debt... 1,797,276.10 

Unsecured Long-Term Debt... 327,500.00 


OTHER LIABILITIES: 

Non-Current Payables to Hold., Subsid., 

Affil. & Assoc. Companies... 

DEFERRED CREDITS.... 

SUNDRY OPERATING RESERVES__ 

NET WORTH: 

Capital Stock: 

Preferred 5% Non-Cum. $100 Par Value.... 3,359,300.00 

Class “A” Common-Non Par Value. 1,260,000.00 

Class M B” Common-Non Par Value. 2,100,000.00 


Surplus: 

Capital Surplus ......12,690,000.00 

Less: Deficit... 6,394,231.44 


TOTAL NET WORTH 


GRAND TOTAL 


\ 


$ 250,000.00 

2,940,145.97 

125,853.7<p 

530,862.62 
$ 3,846,862.38 
$ 576,766.44 

9,178,007.14 


783,229.63 

562.3{7 

76,5745b 


6,719,300.00 

6,295,768.5p 

13,015,0685^3 


$27,477,071.02 


Comptroller’s Dept. 
July 30, 1938 
D 
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By Mr. Lasky: [1030] 

Q. Mr. Hall, on June 30,1938, what was the com¬ 
pany’s cash position? A. They had free cash 
of $110,000. 

Q. $110,000 of free cash? A. That is right. 

Q. What was the company’s net working capital 
at that time? A. Well, as the books show it, it 
showed a deficit of $2,485,000. 

Mr. Siegel: That was a deficit for— 

The Witness: That is the deficit in the net work¬ 
ing capital, as the statement shows it But that in¬ 
cludes an item of maturities due on the Maritime 
Commission mortgages, of $531,000. Eliminating that 
item, you have a deficit in the net working capital 
position of $1,954,000. 

By Mr. Lasky: 

Q. In other words, approximately two million 
dollars of deficit in the net working position, the 
capital position? A. Right 

Q. Will you tell us, clarify what is meant by “net 
working capital”? A. Well, your net working 
capital usually is the amount of current assets that 
you have, and will realize on, that are available to 
meet your debts that will mature within one year. 

Q. So that as of the date of June 30,1938, [1031] 
the company had only $110,000 of available cash, and 
its net capital working position was minus, nearly 
two million dollars? A. That is right. 

Q. Can a company having assets in excess of its 
liabilities still have a deficit in its net working capi¬ 
tal? A- Oh, yes, surely. 

Q. In other words, the company— A. You 

can have an equity position and have value in the 
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company, and still not be able to meet your debts as 
they mature. 

Q. On June 30,1938, Mr. Hall, what was the book 
value of Dollar of Delaware’s total assets? 

A. $27,477,000. 

Q. And how much of this was the book value of 
the ships in question, that is to say, the seven 502’s, 
the five 535’s, and the President Coolidge? 

A. $21,379,000. 

Mr. Siegel: Do I understand that the witness has 
testified that that figure is the books figure for the 
Coolidge and the 535’s and the 502’s alone? 

The Witness: No; the 502’s, the 535’s, and the 
Coolidge. It is the figure stated as the— 

Mr. Siegel: Exclusive of the Fillmore and John¬ 
son? 

The Witness: I am not sure whether the F illm ore 
and the Johnson are included in that That is the 
total amount of it. [1032] 

By Mr. Lasky: 

Q. Would you want to see that balance sheet? 

A. I doubt that that would show that, Mr. Lasky, 
what ships are in there. 

Q. That will be shown elsewhere. A. Yes. 

Q. The total book value of ships as of that date, 
$21,379,000. A. That is the amount of them, as 
of their book value as of that date. 

Q. Assuming that the seven 502’s and the five 
535’s and the President Coolidge were as of that time 
of a fair market value of net less than $18,550,000, 
would the company have a net worth, that is to say, 
would the assets exceed the liabilities; and, if so, by 
how much? 


vs. Emory S. Land, et al 


1297 


Mr. Siegel: I object to that, Your Honor, for the 
reason that the witness in order to answer that ques¬ 
tion must appraise all the assets, and not merely one 
class of assets. 

The Court: In other words, you say you cannot 
predicate an answer to a question of that character, 
because the only thing taken into consideration is the 
value of the ships? 

Mr. Siegel: That is correct, Your Honor. [1033] 

Mr. Lasky: The other elements on the balance 
sheet all appear to be cash items, that is to say, 
current items, amounts due and owing, with no 
physical assets involved. 

Mr. Siegel: That is not correct, Your Honor. 

The Court: There must be other physical assets 
involved, such as furniture and physical assets of 
that character, and probably some wharves and 
things of that character. 

Mr. Lasky: Then I will withdraw the question, 
if the Court please, and reframe it. 

By Mr. Lasky: 

Q. Assuming that the ships at that time, the 
seven 502’s, the five 535’s, and the President Cool- 
idge were then of the fair market value of not less 
than $18,550,000, and assuming for the time being 
that the other assets as shown on the balance sheet 
were fairly of the value there shown, would the 
company have a net worth; and, if so, how much 
would it be? 

Mr. Siegel: Objection, if Your Honor please, 
for the reason that there is no evidence in the 
record to support the hypothesis. And I am willing 
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for the witness to answer, if they will assure us in 
good faith they will connect it up, but I don’t be¬ 
lieve they will so contend. 

The Court: Of course, the question is a hypothe¬ 
tical question, Mr. Lasky. [1034] 

Mr. Lasky: It is a hypothetical question to an 
expert witness. 

The Court: But now you are predicating an im¬ 
portant part of the question on the assumption that 
at the moment there is no evidence to support it— 
in other words, the only evidence in the case with 
reference to the value is the eighteen million dollars 
in reference to the ships. 

Mr. Lasky: That is right, if Your Honor please. 

The Court: Now you are asking him to assume 
and to take into consideration other assets appear¬ 
ing on this sheet What are those other assets? 

Mr. Siegel: Would Your Honor care to see my 
copy of the balance sheet? 

The Court: What are the other items? 

Mr. Siegel: Immediately above the “Floating 
Equipment Vessels”, Your Honor, there is the item 
“Securities of Holding, Subsidiary and so forth 
companies,” $3,883,000. 

Above that, Your Honor will also see “Voyages 
in Progress,” a net of $303,000, by deducting “Un- 
terminated Voyage Revenue” from “Unterminated 
Voyage Expense.” 

And then “Inventories” immediately above that, 
and so on. 

In addition to that, there are “Accounts Receiv¬ 
able,” the value of which would have to be ap- 
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praised, and so on, with reference to the [1035] 
probability of collection, and the cost thereof. 

Mr. Lasky: Your Honor will see the other items 
are cash. 

The Court: Then the answer to the question is 
predicated solely upon the data that appears in 
this exhibit. 

Mr. Lasky: That is correct, Your Honor. 

The Court: He may answer it ? 

By Mr. Lasky: 

Q. Will you answer that question, Mr. Hall? 

A. Yes—and I would like to add two qualifica¬ 
tions to your question and my answer. The one is 
that I am excluding the Johnson and Fillmore, 
whether they are included in the figures relating 
to the vessel book value; and, secondly, I am assum¬ 
ing the liabilities to be worth face value. 

Q. In other words, on the basis of the question 
presented to you, if the Johnson and Fillmore have 
a net value, that would add to whatever net worth 
you are about to state? A. That is correct, 
and assuming the liabilities to be as stated—$10,- 
186,000. 

Q. And in arriving at this figure of net worth, 
have you accounted for all mortgage indebtedness 
on the ships? A. That is correct. 

Q. To the Maritime Commission or anyone else? 

A. That is right [1036] 

Q. In other words, after the debt to the United 
States or to the Maritime Commission has been 
taken care of, together with all other debts, do I 
understand you to say that from the assumptions 
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we have stated, there would still remain a stock¬ 
holders’ equity of over $10,000,000? A. That 
is correct. 

Mr. Siegel: By “stockholders,” you include the 
preferred stockholders? 

The Witness: Yes. 

Mr. Lasky: Yes, we include the preferred stock¬ 
holders. 

Mr. Siegel: That is before the common that was 
transferred to the Commission, in other words ? 

The Witness: Yes. 

Mr. Lasky: Before you have made your argu¬ 
ment on the transfer, yes. 

The Witness: That is the total net worth of the 
company, based upon that hypothesis. 

By Mr. Lasky: 

Q. As s umin g the above value of the ships, and 
assuming at that time the company had outstanding 
34^243 shares of preferred stock, of $100 par, call¬ 
able at 103; 252,000 shares of A stock; 2,100,000 
shares of B stock, each share of A stock having a 
stated value of five times that of each share of B 
stock, what was the stockholders’ equity in each 
share of A stock and each share of B stock? [1037] 

A. On that basis, your value of A stock would be 
$10.01 a share; your B would be $2 a share. 

Q. And upon the basis just testified to, of equity 
values, what was the value of 2,100,000 shares of B 
stock, plus 113,206 shares of A stock? 

A. $5,336,000. 

Q. Now, Mr. Hall, I ask you to go back a 
moment and assume that the five 535’s, the seven 
502’8, and the President Coolidge were not worth 
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$18,550,000, but were only worth $13,700,000, but 
otherwise proceeding on the same assumptions we 
have made, what net worth, if any, would the com¬ 
pany then have? A. $13,700,000. 

Mr. Siegel: You mean, on the valuation of $13,- 
700,000, a net worth of thirteen million? 

The Witness: No; the answer is $5,336,000. 

By Mr. Lasky: 

Q. In other words, on an assumption of a value 
of these ships of $13,700,000? A. Your net 
worth would be $5,336,000. 

Q. As compared to your net worth of over ten 
million dollars, if you assumed the ships to be 
worth $18,550,000? A. That is right. 

Q. Then on the assumption of that value for 
the ships, the $13,700,000, what was the [1038] 
shareholders’ equity, the A and B stock, first taking 
the A stock? A. For the A stock, $2.79 a 
share. 

Q. And the B ? A. Slightly under 56 cents 
a share. 

Q. Upon the basis of those equity values, what 
was the value of 2,100,000 shares of B stock, and 
113,206 shares of A stock? A. $1,487,000. 

Q. Have you examined Documents 21-5 and 
21-6? A. Yes, sir. 

Q. Have you examined or ascertained the 
amount of money spent by Dollar of Delaware on 
ship repairs from 1932 to 1937, inclusive? 

A. Yes, sir. 

Q. And, as a result of your work, have you 
prepared a tabulations showing the facts so ascer¬ 
tained? A. I did. 
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Mr. Lasky: At this time I would like to have 
jnarked for identification a certain tabulation (hand- 
ing the document to the deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit 152 for 
identification. 

(The tabulation headed “Dollar [1039] 
Steamship Line, Inc., Ltd., Statement of Main¬ 
tenance and Repair Costs, Source of Docu¬ 
ments 21-6 and 21-5” was accordingly marked 
for identification as Plaintiffs’ Exhibit No. 
152.) 

By Mr. Lasky: 

Q. Now, Mr. Hall, I show you here a document 
which has just been marked for identification as 
Plaintiffs’ Exhibit 152, and ask you if that is the 
tabulation to which you referred. A. It is. 

Mr. Lasky: We will now offer it in evidence, if 
the Court please. 

Mr. Siegel: May I make the statement, Your 
Honor, I assume Your Honor wishes to have all of 
the facts before you, and I will merely record now 
the objection and state that at the appropriate time 
we will contend this evidence should not be received. 
In order to answer it, it would involve a very pro¬ 
tracted extension of the trial. 

(The tabulation heretofore marked for identi¬ 
fication was received in evidence as Plaintiffs’ 
Exhibit No. 152.) 

(Copies of a paper entitled “Dollar Steam¬ 
ship Lines, Inc., Ltd., Statement of Mainte- 
[. nance and Repair Costs—Source Documents 
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21-6 and 21-5” were here distributed to Court 
and counsel.) 

The Court: Let me see the stipulation, [1040J 
Documents 21-6 and 21-5. On what page are they? 

Mr. Lasky: They are referred to, 21-5 and 21-6, 
if Your Honor please, on pages 118 and 119. 

The Court: That is article 21, paragraphs 4, 5, 
and 7, A, B, and C? 

Mr. Lasky: That is correct. 

The Court (reading from the stipulation): 

“Document 21-5 is a true copy of a compilation, 
of data submitted by Dollar of Delaware to the 
United States Maritime Commission on or about 
September 1, 1938, in support of an application 
for an operating differential subsidy then filed. 

“Document 21-6 is a true copy of a compilation of 
data submitted by Dollar of Delaware to the United 
States Maritime Commission on or about February 
19,1937, in support of an application for an operat¬ 
ing differential subsidy then filed.” 

And this is a synthesis? 

Mr. Lasky: Yes, Your Honor, as one might take 
it from those huge, bulky volumes. 

The Court: It all goes down to the question of 
the value of the Lines at the time the Government, 
through the Maritime Commission, stepped in in 
the character in which it did. Isn’t that right? In 
other words, your point is, as Mr. Harrison [1041] 
well put it, that the Lines were not as badly off 
as presumably the Government is desirous of con¬ 
vincing the Court that they were. 

Mr. Lasky: Our position is, if Your Honor 
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please, that the company was strapped for cash and 
the wherewithal actually to operate. But it had 
substantial equities and, as a consequence, in part, 
there was no consideration whatever given in the 
eyes of equity for an outright transfer of the 
property. It is something that we will develop at 
the argument. 

The Court : Then this is merely cumulative, isn’t 
it? 

Mr. Lasky: This particular last thing offered is 
offered on another point, may it please the Court. 
The only reason we have offered it is that Your 
Honor received into evidence sui sponte certain 
material which appears in the blue book, and there 
are insinuations there that the necessity for repairs 
in 1938 may have been in some way because of 
neglect in previous years. This particular tabula¬ 
tion is put in only because of that. 

The Court: I can practically take judicial notice 
of the fact that certain of the ships were old, dating 
as far back perhaps as 1910 and 1911? 

Mr. Lasky: They were all built about 1920 or 
1921. 

The Court: All of them? 

Mr. Lasky: All of the 502’s and the 535’s, and 
the Coolidge was a new ship. [1042] 

The Court: And the average age of a ship runs 
how many years? 

Mr. Siegel: Seventeen or eighteen. 

The Court: Mr. Harrison? 

Mr. Harrison: I think it is later than counsel 
states. I think the witness knows exactly when the 
ships were built. 
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The Court (to the witness): When were the 
ships built? 

The Witness: They were built in 1920 and 1921, 
except the Coolidge, which was completed in 1931. 

The Court: And was that built by way of a 
construction subsidy? 

Mr. Lasky: No, Your Honor, not a penny on 
the Coolidge. And while these ships were built in 
1920 # and 1921, we want to show they were kept 
up in good condition, until the safety-at-sea regu¬ 
lations were imposed, under the new requirements. 

And that is the only purpose of this offer. 

The Court: Very well. 

Mr. Siegel: I think I can assure the Court that 
what counsel states to be the insinuations in the 
report will not be the subject of proof by the 
Government in this case. We will make no conten¬ 
tion, although we did allege in the bill of complaint 
that the vessels were not maintained, we will not 
make that contention, and not that we could not 
prove it, but on the basis of the documents [1043] 
which would be required to establish that, it would 
take an expert witness six months to go into it. 

The Court: Gentlemen, again, I am only con¬ 
cerned with the nature and the character of the 
agreement of August 15 and the supplemental agree¬ 
ment The plaintiff says his shares were pledged. 
If his shares were pledged as collateral for the 
debt, and the debts have been paid, he is entitled to 
his shares back—and the same if the situation is- 
a mortgage. That is the only issue. 

Mr. Siegel: We agree with that entirely, Your 
Honor. 
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The Court: All right- Now, Mr. Harrison on 
behalf of the plaintiffs has taken the position that 
in order properly to construe that agreement, it 
is necessary to have the factual picture and back¬ 
ground of the relationship between the parties, go¬ 
ing back over some period of time. Being unfamiliar 
with the case, I have permitted counsel to produce 
evidence to that effect. It has been helpful. But 
I don’t say it is controlling. That will be argued. 

Mr. Lasky: The significance of everything we 
have offered will be argued, may it please the Court. 

The Court: So don’t let us, gentlemen, go off on 
a sightseeing tour. As I said yesterday, parentheti¬ 
cally and colloquially, I want to keep the ball in 
the infield, and that is where it is going to be. All 
right. 

Mr. Lasky: In view of counsel’s [1044] statement 
about contentions not being made, I am willing to 
withdraw the last exhibit. 

The Court: That is fine; all right. And I am 
not going to be influenced by any insinuations in 
the Blue Book. 

Mr. Lasky: I am very happy. 

The Court: They appear of that character, and 
there may something there, and I may be some¬ 
what led, but I don’t think so. 

Mr. Lasky: We think the Blue Book is very 
subtly written. 

The Court: Maybe it was. 

By Mr. Lasky: 

Q. You have examined the auditor’s reports on 
the American President Line, from 1938 to 1946, 
inclusive, that is to say, the large compilations 
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marked Documents 2-J-l to 2-J-9? A. Yes, 
sir. 

Q. Have you ascertained from your examination 
the dates and amounts of payments by Dollar of 
Delaware, which later had its name changed to 
American President Lines, on the approximately 
seven and a half million dollar debt owed to the 
United States through the Maritime Commission on 
or before October 26, 1938? A. I have. 

Q. And have you ascertained the facts [1045] 
concerning the disposition by American President 
Lines of the ships that secured that debt, that is, 
the seven 502’s, the five 535’s, and the President 
Coolidge, and the facts concerning the amount of 
realization therefrom? 

Mr. Siegel: Your question assumes the dates 
covered by these reports are after October 26, 
1938? 

Mr. Lasky: Yes. 

By Mr. Lasky: 

Q. What was the total realization from these 
ships? 

Mr. Siegel: We object, Your Honor, for the 
reason that the question is nothing more than a 
question raised yesterday, with respect to valuation 
of the ships during the war years, for one thing, 
and therefore it is irrelevant to this proceeding. 

And, secondly, the manner and method in which 
this debt was repaid is irrelevant. 

If, as Your Honor said, it should be shown that 
this stock was pledged, and the debt was repaid, the 
plaintiffs plainly are entitled to the return of the 
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stock, and it can make no difference how the debt 
was repaid. 

The Court.: Your position is, by way of recapitu¬ 
lation, that if Mr. Dollar and the corporations in¬ 
volved pledged their stock, the underlying con¬ 
sideration was to relieve them from personal re¬ 
sponsibility. In other words, by the pledging [1046] 
of the stock, they got out of personal responsibility? 

Mr. Siegel: Our contention is that they trans¬ 
ferred the stock outright and gave title, as con¬ 
sideration for that release. 

The Court: Let me ask you this question: Where 
was the authority in the Merchant Marine Act of 
1920, or 1936, or the old Shipping Board Act, for 

a transfer of this character? 

* * * * * 

It is Mr. Harrison’s contention there is no such 
authority? Is that right, Mr. Harrison? 

Mr. Harrison: That is right, Your Honor. 

Mr. Siegel: I will sum the matter up in this 
way. Your Honor: We claim under Section 207 of 
the Act, which vests in the Commission broad 
authority comparable to that of a corporation, even 
though the Commission is not created as a [1047] 
corporation, that it has authority to compromise 
and settle its indebtedness, and in that case to 
accept property in the satisfaction of its indebted¬ 
ness. 

***** 

Mr. Lasky: Mr. Reporter, can you find [1050] 
the last question, please? 

The Reporter (reading): “Question: What was 
the total realization from these ships?” 
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The Witness: Seventeen million— 

The Court: Wait a minute. As of when? 

Mr. Lasky: As they were disposed of. [1051] 
May I explain? 

The Court: What period of time? 

Mr. Lasky: It was after October, 1938. May I 
say, Your Honor, we are not offering this as 
evidence on the valuation. That is not our purpose. 
Our purpose is, under one of the branches of our 
contentions, which Mr. Harrison has from time to 
time explained to the Court, we contend under the 
law of creditors and debtors, mortgagors and mort¬ 
gagees, and pledgors and pledgees, a contract should 
not be construed as an outright transfer if the 
result would be harsh and inequitable. And one of 
the best ways to determine the harshness of a con¬ 
tract is to ascertain its consequences. 

We offer to prove that the ships which were the 
collateral for the debt themselves brought in more 
than enough to pay this debt. 

Number two, we propose to show that this col¬ 
lateral was taken over by the mortgagee which 
itself fixed the price which it paid, which was more 
than ample to pay off the debt 

As a consequence of that, if the mortgagee or 
creditor also sweeps in the ownership of the debtor 
himself, after having been paid off in this manner, 
we contend, under the authorities Mr. Harrison has 
enumerated and which he intends to argue at 
greater length later on, that a court should construe 
the contract merely as being a pledge and not a 
sale, if it is at all capable of being so [1052] con¬ 
strued. 
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That is one branch of our case, and that is the 
purpose of the present proof, and not as having to 
do with valuation at all at this juncture. 

Mr. MacGuineas: May I state an objection, Your 
Honor? 

The Court: There has been an objection already 
stated by Mr. Siegel. If you want to add an adden¬ 
dum to it, Mr. MacGuineas, I will hear you. 

Mr. MacGuineas: In view of Mr. Lasky’s re¬ 
marks, it seems to me that no court will say we 
will look at the fairness or the equitableness of a 
transaction, in August of 1938, by taking into con¬ 
sideration what happened with respect to the sale 
or the requisition of ships under wartime condi¬ 
tions several years after the transaction occurred. 
How can that have any bearing, under circum¬ 
stances so markedly different from those which 
existed in 1938, that Your Honor remarked upon 
them yesterday? How can those facts have any 
bearing upon the fairness of the transaction as it 
was made in 1938? 

The Court: Well, I don’t think they can. But 
Mr. Lasky has said that what he wants to show 
is that the collateral, that is, the ships themselves, 
were more than sufficient as security for the debt. 
I can almost take judicial notice of that. I don’t 
know what the debt was, but it wasn’t eighteen 
million dollars. 

Mr. Lasky: It wasn’t, Your Honor; it was [1053] 
only seven million dollars. 

The Court: If the ships were worth eighteen 
million dollars, and the debt was only seven million. 
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surely there was enough for collateral. So why go 
into this? 

Mr. Lasky: Because it shows what actually hap¬ 
pened was in the Commission’s mind back at that 
time. 

The Court: What was in the Commission’s mind 
at that time? 

Mr. Lasky: Commissioner Truitt reported to the 
Commission that the earning power of the company 
was more than sufficient collateral for the debt, and 
the ships themselves were more than sufficient col¬ 
lateral. 

The Court: Then if the valuation of the ships 
at eighteen million dollars and the debt at seven 
million dollars is Commissioner Truitt’s statement, 
I will take it. 

Mr. Lasky: May I ask the witness to identify 
one tabulation, and we will dispose of it in that 
manner without further questions? 

The Court: All right 

By Mr. Lasky: 

Q. Have you prepared a tabulation to show the 
results of your examination? A. Yes, sir. 

Q. Is this tabulation, which I now show you, the 
one in question? [1054] A. Yes, sir. 

Mr. Lasky: Without asking further questions 
about it, I will offer it in evidence as an epitome 
of his testimony on the subject. 

The Court: Excluded. 

Mr. Lasky: May it be marked for identifica¬ 
tion, to show the offer of proof? 

: The Court: Yes. 
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Mr. Lasky: That will be number 151 for identi¬ 
fication ? 

The Deputy Clerk: Number 152. 

(The document here referred to was ac¬ 
cordingly marked for identification as Plain¬ 
tiffs' Exhibit No. 152.) 

By Mr. Lasky: 

Q. Mr. Hall, have you examined Documents 
2-J-10 to 2-J-14, inclusive, being annual reports to 
stockholders of the American President Lines for 
the years 1938 to 1942, inclusive ? A. Yes, sir. 

Q. Can one tell from these documents whether 
the debt secured by any of the ships in question 
had been paid off? A. I couldn’t. I don’t 
think anyone else could. 

Mr. Lasky: That is all, Mr. Hall. [1055] 
***** 

Mr. Siegel: If Your Honor please, does Your 
Honor have before you a copy of the balance sheet 
of June 30, 1938, as to which the witness has been 
testifying? It is Document 11-12. I don’t have 
the exhibit number. 

The Court: Exhibit No. 151. 

Cross-Examination 

By Mr. Siegel: 

Q. Mr. Hall, you have testified that assuming 
that there was substituted for the figure [1056] 
for floating equipment, less depreciation, the value 
of $13,700,000, in lieu of the figure $21,000,000 odd, 
that appears on the balance sheet June 30, 1938, 
which is Plaintiffs’ Exhibit 151, that the net worth 
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of the company, including the preferred stock, 
would be $5,336,000. Is that correct ? A. That 
is correct. 

Q. Mr. Hall, in arriving at that conclusion, you 
assumed, did you not, an asset value for the securi¬ 
ties, under the heading “Investments: Securities 
of Holding, Subsidiary and so forth companies,” 
of $3,883,850.14? A. I accepted all other figures 
on that balance sheet, exactly as they are there. 

The Court: That is $3,883,000. 

Mr. Siegel: I am sorry, Your Honor. 

By Mr. Siegel: 

Q. Assuming, Mr. Hall, that the value of these 
assets to which I have referred, namely, the securi¬ 
ties of holding, subsidiary, and so forth companies, 
were not $3,883,850.14, but was some sum less than 
$1,800,000, to what extent would your estimate of 
the figure of net worth be affected thereby? 

A. Well, I would have to calculate that. 

Q. That is exactly two million dollars difference, 
Mr. Hall. A. It is two million dollars in the 
gross amount. [1057] 

Q. So that the sum would be $3,336,000 net worth 
to the company? A. Yes, that is correct. 

Q. Now, Mr. Hall, I invite your attention to 
the figure appearing on the right-hand side, under 
“Liabilities and Capital/’ and under the heading 
“Net Worth,” “Capital Stock: Preferred 5 per 
cent non-cumulative $100 Par Value”—$3,359,300. 
That figure is slightly in excess of the figure you 
have given as the net worth of the company, under 
the assumption I have given you, namely, that the 
securities referred to were $1,800,000 instead of 
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approximately $3,800,000. Is that correct, Mr. Hall? 

A. Yes; it would be about $23,000. 

Q. Less? A. Yes. 

Q. There would then be a deficit, so expressed, 
of about $23,000? A. Right. 

Q. And nothing for the common? A. That 
would be right, on that assumption. 

Q. Does the balance sheet, Plaintiffs’ Exhibit 
151, show anything for reserve for extraordinary 
repairs? A. Unless this “Reserves for Un¬ 
recorded Liabilities” might be that figure. 

Q. Assuming it is not that figure, and includes 
no part of that figure, Mr. Hall, does that [1058] 
balance sheet show anything as a reserve for extra¬ 
ordinary repairs? A. No, it does not. 

Q. And assuming, Mr. Hall, there should be set 
up on the balance sheet of June 30, 1938, a reserve 
for extraordinary repairs of $781,000 odd, what 
effect would that have on the net worth of the 
preferred stock? A. It would reduce it by 
that amount. 

Q. By that amount. So that there would be 
then a deficit, for the preferred stock, of $781,000, 
plus the small amount to which you have previ¬ 
ously referred in your testimony on the assumption 
I have given you? A. That would be correct, 
on those assumptions. 

Q. Now, Mr. Hall, you have referred in your 
testimony to certain documents identified as the 
2-K series in the stipulation, and in particular to 
Document 2-K-8. 

Mr. Siegel: Mr. Lasky, did you offer that in 
evidence? 
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Mr. Lasky: No, that has not been offered in evi¬ 
dence. 

By Mr. Siegel: 

Q. That is Document 2-K-8, which appears to 
be “ Statements of income and surplus for the year 
ended December 31, 1936, and consolidation. ” Mr. 
Hall, I invite your attention to the figure under 
“Dollar Steamship Lines, Inc., Ltd.” “Steamers,” 
$1,121,657.92, and I will ask you whether the docu¬ 
ment shows how that figure was arrived at. 

A. There doesn’t appear to be any [1059] sup¬ 
porting schedule here, Mr. Siegel. 

Q. There is no supporting schedule? 

A. No, sir. 

Q. Do you know, independently of that schedule, 
and on the basis of any other data before you, how 
that figure was arrived at? A. No, I do not. 

Q. You do not? A. Other than just from 
memory. 

Q. Mr. Hall, I invite your attention to the so- 
called comparative balance sheets, page 2, appear¬ 
ing in the document identified as Document 21-5 
in the stipulation, which is the data and compila¬ 
tion submitted in September, 1938, in support of 
an application for subsidy, and particularly to a 
footnote appearing on the bottom of that page 2, 
and ask you whether that information supplies the 
necessary data? A. This relates to the valua¬ 
tion of the ships. 

Q. It also has reference to depreciation, has it 
not, Mr. Hall? A. Yes; it discusses that. 

Q. There is a statement contained in there, is 
there not, Mr. Hall, that the depreciation was fig- 




1316 


E. Stanley Dollar, at al 

ured at the rate of 3 per cent per annum on the 
valuations placed on the ships acquired by [1060] 
the company in 1929? Is that correct? 

Mr. Lasky: May I interrupt to inquire as to 
just what item on the document you are calling 
to the attention of the witness? 

Mr. Siegel: The item on page 2 of this docu¬ 
ment, the depreciation. 

The Witness: Well, this, Mr. Siegel, is a balance 
sheet, as of January 1, 1936. 

By Mr. Siegel: 

Q. That is correct; but the data I have referred 
you to states, does it not, that the rate of deprecia¬ 
tion taken by the company on the vessels acquired 
in 1929 was 3 per cent per annum on the value 
places on those ships by the company when the 
ships were acquired in 1929? Is that correct? 

A. That is the statement made here. 

Q. That is the statement; very well. 

A. May I ask for just a second? 

Q. Certainly. A. All right. 

Q. Now, Mr. Hall, that would be the basic de¬ 
preciation on a 33-year life, approximately, be¬ 
ginning in 1929, would it not? A. I am not 
certain that it would, Mr. Siegel, because this might 
be based—I am not certain whether Dollar of 
Delaware took the ships over broadly and [1061] 
stated them, or took them over net. In other words, 
they might have set up a depreciation valuation at 
the beginning. 

Q. Assuming they did not, and the valuation was 
based on the valuation when they were taken over 
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in 1929— A. Then in that case it would be 

a 33-year life from 1929. 

Q. And assuming that the vessels were con¬ 
structed, in general, in 1921, that would be assign¬ 
ing a useful life of approximately 41 years to the 
502’s and the 535 7 s? A. That would be 42. 

Q. Forty-two; I stand corrected. 

I show you a document entitled “Brief of Re¬ 
spondents/ 7 “In re Hearing, Ocean Mail contracts 
No. 25, 26, and 27/ 7 “Before the Post Office Depart¬ 
ment of the United States/ 7 and I ask you whether 
a signature appended thereto by E. H. Hall is in 
your hand. A. That is my signature. 

Q. Mr. Hall, I invite your attention to the fol¬ 
lowing statement made in this Brief of Respondents, 
and ask you whether or not it did not correctly 
state your opinion— 

Mr. Lasky: May we inquire the date of the docu¬ 
ment you are referring to? 

By Mr. Siegel: 

Q. Counsel asked me to inquire if you could 
state when the document on which you have [1062] 
identified your signature was submitted. 

A. It probably was. I don 7 t recall the document. 
But that is my signature. 

The Court: The mail contracts on all lines were 
cancelled? 

Mr. Siegel: That is correct, Your Honor—but I 
am not going into that subject at all. 

The Court: And this is merely, I assume, a 
document filed with the Post Office Department 
looking toward an adjustment of moneys owed as 
a result of cancellations to the companies? 
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Mr. Siegel: No; it was before that. There was a 
hearing held by a Senate Committee investigating 
ocean mail contracts, and there was also an in¬ 
vestigation by the Post Office Department, which led 
up to the enactment of the Merchant Marine Act of 
1936. 

I am not going into that background, Your Honor, 
but there is a statement contained in this brief 
which is pertinent to the subject I am now in¬ 
quiring about, and which would be very brief. 

The Court: Very well. 

By Mr. Siegel: 

Q. The statement I would like to call your at¬ 
tention to is this , and I would ask whether this 
clearly or correctly states your opinion: [1063] 

“In preparing the books records the companies 
have used various rates of depreciation varying 
from a 25 to a 33% year life expectancy. Deprecia¬ 
tion has been based solely upon the cost of the 
vessels to the operator without regard to their actual 
construction cost paid by the Shipping Board. It 
is axiomatic in the trade and is confirmed by the 
Shipping Board requirement for the amortization 
of the ship sales and construction loan contracts 
that a 20 year life expectancy is the proper maxi¬ 
mum.” 

Does that represent your opinion, Mr. Hall? 

A. No. 

Q. It does not? A. No, sir. 

Q. Very well. A. I would like to explain 
this document before the Post Office, and then it 
will be understood. 

This document was as the result of a hearing at 
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which representatives of the Dollar Steamship Line 
and the American Mail Line were jointly present. I 
represented the American Mail Line. 

On depreciation, my own position has always been, 
and we have always practiced it in every company 
I have been with, when we have handled deprecia¬ 
tion, is following the British system, which is [1064] 
based on a 25-year original life when new, with 
an adjustment as time goes on, continuing out the 
valuation of the ship, as she continues to live. 

So that, for example, on a new ship you would 
write off on the basis of one twenty-fifth. But a 
nine-year old ship, for example, you would prob¬ 
ably get down to writing one twentieth of the bal¬ 
ance. So that when you get to having a 30-year old 
ship, you would still be writing perhaps one-fifth. 

Q. And that would apply to a passenger vessel? 

A. Yes—to all kinds of vessels. That is the 
British system, and adopted by the British income 
tax authorities. We have always stuck to the 25- 
year life basis—and there were parts of this docu¬ 
ment applied to the American Mail, and parts ap¬ 
plied to the Dollar Steamship, in the document be¬ 
fore the Post Office, and it was only as representing 
the American Mail that I was signing, and Mr. 
Tognetti for the Dollar. 

Q. And that is your opinion?— 

A. And my opinion is that a new ship, a 25-year 
life is proper; and as she ages, it should be written 
off as I said. 

Q. The signature of Mr. J. A. Tognetti, you 
recognize as his signature? A. Yes. 
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Q. And the document was submitted? [1065] 

A. Yes, I recognize the document. 

Q. Was it done with the knowledge of Mr. Dol¬ 
lar? 

Mr. Lasky: That is beyond the scope of the 
examination, if Your Honor please. 

The Court: He said he was representing the 
American Mail Line. 

Mr. Siegel: Yes, Your Honor. And having asked 
the witness whether a proper rate of depreciation 
should be based on a 20-vear expectancy, I would 
ask the witness whether he knows, in point of fact, 
by reason of his consultation with Mr. Dollar, that 
Mr. Dollar was aware of the fact that this docu¬ 
ment was submitted to the Post Office Department. 

The Court: If Mr. Dollar was aware of that 
fact, that wouldn’t necessarily indicate Mr. Dollar 
was in favor of it. 

Mr. Siegel: Your Honor means whether he ap¬ 
proved the statements made in his behalf in this 
document? 

The Court: They were not made on his behalf, 
but on behalf of the corporation. 

Mr. Siegel: On behalf of the Dollar Steamship 
Lines, and he was president of the corporation. 

Well, I will withdraw the question. It isn’t worth 
while pressing. 

By Mr. Siegel: 

Q. Assuming, Mr. Hall, a 25-year life was a 
correct basis for taking depreciation, [1066] be¬ 
ginning with the date of construction of the vessels, 
and assuming that the value placed on the 502’s in 
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1929 by the company was $1,250,000, what annual 
rate of depreciation should the company have re¬ 
corded on its books for the 502’s? 

Mr. Lasky: I object to that as being irrelevant, 
Your Honor. 

The Court: I don’t think we ought to go into 
that, Mr. Siegel. 

Mr. Siegel: If Your Honor pleases— 

The Court: Let me say this again: The witness 
has placed a certain overall value on the books of 
the company, and you have cross-examined him to 
the point where he has admitted his opinion to be 
d iff erent in certain respects. What is the point in 
going off de minimus in the issues before me? 

Mr. Siegel: I would not press the thing further, 
or further trespass on the time of the Court But 
my suggestion— 

The Court: It isn’t a question of trespassing on 
my time. I am a Judge of this Court and I will 
hear contested and litigated matters, and you will 
have all the time in the world. But I do think 
I have the responsibility to both sides, and to my¬ 
self, not to be led off by the hand on some seques¬ 
tered walk. 

Mr. Siegel: I would like to disclose exactly [1067] 
where we will be going, and my suggestion was this: 
The company has placed great reliance on the earn¬ 
ings of the company for the first nine months of 1936, 
and also on certain income estimates made by Messrs. 
Houlihan and Wilcox. Their object in adducing this 
testimony was to show that the stock had some value 
on an income basis, I assume. 

It was my purpose to show that the earnings which 
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they have put in evidence are predicated upon a rate 
of depreciation which is untenable, even according to 
the testimony of Captain Pillsbury, which they have 
themselves introduced into evidence. And that if a 
correct rate of depreciation were adopted, there 
would in fact have been no profit in the year 1936, 
even when the Coolidge was in existence, and cer¬ 
tainly none thereafter. 

The Court: Let me ask you this question: 

. If the stock was of no value, then why was the 
Commission so desirous of having it placed as col¬ 
lateral, when they could have secured voting rights 
apart from the pledging of the stock? 

Mr. Siegel: I am very glad to answer that ques¬ 
tion right now, Your Honor, and I will answer it on a 
contemporaneous document. 

Mr. Laskv: What contemporaneous document are 
you referring to? 

Mr. Siegel: I am referring to Blue Book 2, [1068] 
page 60, at the bottom thereof, and ending with the 
paragraph which ends on the top of 61, which sums 
up the policies which the Commission pursued. 

I 'will state my own views in brief, and then quote 
this document. 

The Court: Suppose you quote the document first. 

Mr. Siegel: I will quote the document first, then. 

The Court: All right. 

Mr. Siegel (reading): 

“From the very early stages of the negotiations 
which ultimately led to the plan for a long-term 
financial rehabilitation of Dollar of Delaware, it was 
recognized that effective voting control of the com¬ 
pany must be obtained by the Commission. Prior to 
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June of 1938 it was thought that such voting control 
might take the form of a voting trust or a pledge of 
the stock accompanied by rights of the Commission 
to vote the pledged stock. But in June, 1938, it became 
evident that no financial guarantees from the so- 
called Dollar interests as required by the Commis¬ 
sion under its resolution of June 4, 1938, would be 
forthcoming as a consideration for the Commission 
subordinating its first preferred ship mortgages in 
order to permit the Dollar interests to secure a work¬ 
ing capital loan upon a first mortgage. 7 ’ [1069] 

The Court: Excuse me. The reference to a work¬ 
ing capital loan, is that the loan from the RFC ? 

Mr. Siegel: As used here, that is the RFC. 

The Court: If they were going to secure a loan 
from the RFC, doesn’t the statute provide that the 
Maritime Commission loan must be subordinated to 
the RFC loan? 

Mr. Siegel: No, Your Honor. That was Mr. Jones ’ 
requirement. 

The Court: What was that ? 

Mr. Siegel: The statute authorized it, but does not 
require it. Mr. Houlihan recommended and requested 
that Mr. Jones grant a loan or second mortgage on 
the Coolidge. 

The Court: Mr. Page, have you the reference to 
the statute involving the subordination of loans of 
the Maritime Commission? I think there is some¬ 
thing in the Merchant Marine Act of 1936 to the 
effect that loans of the RFC take precedence over the 
loans of the Maritime Commission. 

Mr. Page: There is the right to subordinate our 
mortgages to those in favor of the RFC. 
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The Court: A right in favor of whom?—the 
RFC? 

Mr. Page: Yes, sir, for the benefit of the RFC. 

Mr. Siegel: We were authorized, in part, but not 
required. He could have taken a second mortgage 
loan on the Coolidge, but declined. 

If I may continue that, Your Honor, and to [1070] 
repeat: 

“But in June, 1938, it became evident that no finan¬ 
cial guarantees from the so-called Dollar interests as 
required by the Commission under its resolution of 
June 4, 1938, would be forthcoming as a considera¬ 
tion for the Commission subordinating its first pre¬ 
ferred ship mortgages in order to permit the Dollar 
interests to secure a working capital loan upon a first 
mortgage. The Commission did not consider it appro¬ 
priate in extending financial aid to maintain an 
essential foreign trade route, to create common stock 
equity values in favor of persons who were unwilling 
themselves to assume any financial obligations what¬ 
ever. ?? 

Let me put it this way, if Your Honor please. 

The Court: Well, that is put very well. 

Mr. Siegel: Now, if Your Honor please, the Gov¬ 
ernment’s position is that the stock at that time had 
no value, that it could acquire a value if a substantial 
investment were made. It much preferred — much 
preferred—that the Dollar interests accept the pro¬ 
posal made in the April 28 or June 4 letters, under 
which the Commission would acquire not title but a 
pledge, and would thereby acquire additional col¬ 
lateral ; and, in addition, the Dollars would be shar¬ 
ing the risk with the Government 
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The Court: If the stock had no value, as what you 
have read presumes to indicate, what does this [1071] 
mean, on the next page?— 

“ Consequently, pursuant to an offer of Dollar of 
California to transfer certain of its stock to the Com¬ 
mission, it undertook negotiations for the acquisition 
of the beneficial interest in the stock belonging to the 
Dollar interests.” 

What does that mean by “beneficial interests”? 

Mr. Siegel: “Beneficial interest” is a technical 
term meaning ownership, and plainly reveals the 
Commission understood this was a transaction trans¬ 
ferring the equity of ownership. 

The Court: Which is worthless? 

Mr. Siegel: At that time, Your Honor. But the 
Government was putting four and a half million dol¬ 
lars into it, which might create an equity from future 
operations. We were perfectly happy to leave the 
entire equity in the Dollar interests, if they were will¬ 
ing to share the risk with us, to share the risk that 
maybe this line would collapse; and on that basis we 
would have been perfectly happy to allow them to 
take all the profits in the event of success. 

If Your Honor please, there is one other statement 
by Mr. Truitt, on page 46, if I may read it. 

The Court: Whose statement is this? 

Mr. Siegel: Mr. Truitt’s. And the report adopted 
by the Commission— [1072] 

The Court: Whose statement have we been read¬ 
ing? 

Mr. Siegel: The statement of the General Coun¬ 
sel, Geaslin, adopted by the Commission March 14, 
1939, and included in the report to the Congress. 



1326 


R. Stanley Dollar, et al 


The Court: So that we have been reading the 
Commission’s statement. 

Mr. Siegel: That is correct, your Honor. 

And the statement I am about to read is an earlier 
statement in Mr. Truitt’s report, also adopted by the 
Commission in October, 1938, under the heading, 

“L—The Problem of Working Capital:” 

‘‘This problem, prior to the Commission’s ap¬ 
proval of the present plan, had two aspects, (1) that 
the principal owners of the common stock equity 
should provide a substantial portion of the working 
capital or surrender opportunities for profit which 
should result from eventual successful operation.” 

In summing it and stating it again in somewhat 
different language, the Government at all times was 
prepared to leave in the Dollar hands all equity in 
the stock and all eventual profits, if the operations 
were successful, provided only that they would share 
with the Government the risks of possible loss in 
event the project did not work out as planned, as 
hoped for. 

I have no more questions of the witness. [1073] 

Mr. Lasky: May it please the Court, we trust in 
due course we will have a chance to comment on these 
interesting comments of counsel, and the bearing on 
the case. 

The Court: Again, this is a digression for which 
the Court is responsible. 

You may step down, Mr. Hall. 

(The witness left the stand.) 

Mr. Harrison: At this time, may it please the 
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Court, we wish to turn to stipulation article 16, on 
page 110, paragraph 23, at line 4: 

“23. In 1937 and 1938 the outstanding capital 
stock of the Anglo Bank consisted of 520,000 shares 
of common stock and 250,000 shares of preferred 
stock, each class of the same par value per share. 

“24. Throughout 1937 and until December 21, 
1938, Herbert Fleishhacker was a stockholder of the 
Anglo Bank and owned 1431 shares of its common 
stock and none of its preferred. 

“25. Throughout 1937 and 1938 Mortimer Fleish¬ 
hacker was a stockholder of the Anglo Bank, owning 
3981 shares of its common stock and none of its 
preferred.” 

The purpose of that offer is not a part of the 
plaintiffs’ affirmative case, but is for the purpose of 
meeting contentions heretofore made concern- [1074] 
ing consideration for the transaction of August 15, 
1938, so far as parties other than R. Stanley Dollar 
and Dollar of California are concerned, as to whom 
one contention is made by the Government that there 
was a consideration of the sort already described, and 
as to the others, none. And this is in response to cer¬ 
tain contentions as to what they considered such con¬ 
sideration to be. 

At this time we wish to read article 2, paragraph 
M, on page 24 of the stipulation, commencing at 
line 19: 

“M. Document 2-M is a true copy of all portions of 
the Annual Report of the Comptroller General of 
the United States to Congress for the fiscal year end- 
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ing June 30,1940, pertaining to Dollar of Delaware.” 


If your Honor please, we will ask the Court, in 
that connection, whether the document need be in 
evidence or not. The purpose of it is merely to refer 
to it in argument at the conclusion of the case, in 
connection with certain comments made by the Comp¬ 
troller General as to the effect of this transaction, and 
appearing at page 51 of the annual report. 

The Court: I think that has gone into evidence. 
I think that is in one of the blue books, perhaps in 
the blue book number three. 

Mr. Harrison: I am referring now to the annual 
report of the Comptroller General in M, your [1075] 
Honor, which commences at line 19. 

The Court: Oh, I am referring to N, and you 
were talking about M. 

Mr. Harrison: Yes, your Honor. 

The Court: Is that now in evidence? 

Mr. Harrison: Well, no, your Honor, and I was 
inquiring whether it would benecessary to have it in 
or not, and whether it would be proper to refer to 
it without having put it in evidence. 

The Court: You may refer to it. It is a public 
document. 

Mr. Harrison I quote from page 51 of that docu¬ 
ment: 

4 ‘Under the terms of the act, the operators are pro¬ 
hibited from placing vessels, other than those speci¬ 
fied, in the subsidized service unless it be with the 
Co mmis sion's approval. This provision was violated 
by at least two operators, one of which suffered a loss 
on the voyages of unauthorized vessels and the other 
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profited thereby. The Commission reimbursed the one 
for its loss but did not require the other to account 
for its profit. 

“The Merchant Marine Act, 1936, provides that 
certain actions of the subsidized operators shall be 
unlawful, unless those actions are approved by the 
Commission. It was noted that several opera- [1076] 
tors failed to secure the required Commission ap¬ 
proval, and the matter was called to the attention of 
the Commission. In reply, the Commission, while 
admitting that such was the fact, stated that there 
was no provision of law prohibiting the payment of 
subsidy despite such violation. This appears to be 
true, since the act fails to provide a penalty for such 
violations as the above, other than to state it shall 
be unlawful. 

“Under the act, operators that were in default 
on any debt to the Commission were not eligible 
for subsidy benefits. Two operators were in default 
on ship sales and/or construction loan notes, such 
notes being payable in not to exceed 15 and 20 years, 
respectively, from their original dates. There was 
no authority in law for the extension of dates of pay¬ 
ment beyond the above periods. The Commission as¬ 
sumed authority and granted extensions, thus at¬ 
tempting to cure the default In one instance, in 
order to make the debtor eligible for subsidy, the 
Commission, under doubtful authority, to say the 
least, acquired the controlling interest in the out¬ 
standing capital stock of the debtor. Subsidies were 
granted in each case, although the examiner of the 
Commission reported that one of the debtors [1077] 
could not operate profitably with the fullest subsidy 
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that could be legally granted it under the law. Such 
debtor has made no payment on its notes amounting 
to more than $5,000,000.” 

The Court: Are you offering that for the purpose 
of putting in the record the opinion of the Comp¬ 
troller General to the effect that the Maritime Com¬ 
mission acquired property under doubtful authority 
of law? 

Mr. Harrison: That is the reason why I asked the 
Court the question, whether the Court felt it could 
be referred to without being in evidence. That was 
the purpose of it. 

We now offer Document 2-F-73, being the Mari¬ 
time Commission minutes of September 17,1938, and 
I will ask that it be marked the plaintiffs’ exhibit 
next in order (handing the document to the deputy 
clerk.) 

The Deputy Clerk: Plaintiffs’ Exhibit 153. 

(The Maritime Commission minutes of Sep¬ 
tember 17, 1938, heretofore identified as Docu¬ 
ment 2-F-73, was accordingly marked and re¬ 
ceived in evidence as Plaintiffs’ Exhibit No. 153.) 

Mr. Harrison: This document, may it please the 
Court, while it refers to a matter of legality, is offered, 
not for the purpose of any authority therein con¬ 
tained, but solely as part of the proceedings lead¬ 
ing up to the approval: 

“Subject: Legality of Proposed Acquisition of 
Stock of Dollar Steamship Lines, Inc., Ltd. [1078] 

“Attention is invited to the opinion of the Attor¬ 
ney General on ‘Disposition of Shipping Board Ves- 
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sels/ September 19,1923 (Opinions of Attorney Gen¬ 
eral, Volume 33, page 570), based on Merchant Ma¬ 
rine Act of 1920, important portions of which are 
still in effect, from which are the following quotes: 

“ ‘It is impossible to construe the words ‘ 4 citizens 
of the United States” as including the United States* 
(p. 576).” 

The Court: Well, there is legal authority for 
that. 

Mr. Harrison: We would like to argue that, if the 
Court please. 

The Court: I say, there is legal authority for that 
proposition, that the body politic, the United States, 
is not a citizen of the United States. 

Mr. Harrison: The purposes now was not to argue 
the citizenship, but to present the report. 

The Court: But I understand that was offered as 
showing why the Government could not take the 
ships. And I say there is legal opinion to the effect 
that the body politic, the United States, cannot be a 
citizen. 

Are you aware of that decision, Mr. MacGuineas ? 

Mr. MacGuineas: I believe so, your Honor. 

The Court: Very well. 

Mr. Harrison (continuing reading) : [1079] 

“ ‘ Serious question would arise as a consequence 
of the assumption by the Government of the owner¬ 
ship of stock in a private corporation controlled by 
State law. It might be contended that under statutes- 
imposing assessments to meet the debts of the corpo¬ 
ration the Government would be liable as any other 
stockholder/ ” (578) And 
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“ ‘Although the title or preamble of an Act may 
be referred to when ascertaining the meaning of a 
statute which is susceptible of different construc¬ 
tions, they cannot control or restrain express pro¬ 
visions.’ ” (p. 583) And 

“ ‘But this adds nothing to the power conferred.’ ” 
(583). 

“Recommended: 

“(1) That this memorandum be referred to the 
General Counsel for consideration; and 

“ (2) That the General Counsel be directed to pre¬ 
sent to the Commission, prior to any action thereon 
by the Commission, his written opinion as to (a) the 
legality of the proposed acquisition of stock of Dol¬ 
lar Steamship Lines, Inc., Ltd., by the Maritime Com¬ 
mission, (b) the offer of the Commission to pay a cer¬ 
tain price for additional stock, if bought, and (c) 
the power of the Commission to delegate to the [1080] 
directors of a private corporation, responsible to an¬ 
other sovereignty, the management, direction, con¬ 
trol and operation of ships which, in effect, belong to 
the Federal Government by the proposed stock own¬ 
ership ; citing specific provision, or provisions in the 
law upon which his decision is based, if his opinion 
is that such proposed actions are legal; and 

“ (3) That a copy of this memorandum be referred 
to the Long Range Subsidy Committee and to the 
Examining Sections; and 

“(4) That this memorandum be entered in full in 
the official Minutes of the next meeting of the Com¬ 
mission. 
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“(Signed) Edward C. Moran, Jr., 

‘ £ Commissioner.’ 7 

The Court: Well, this is a memorandum of law by- 
Mr. Moran, inveighing against the proposition sug¬ 
gested, and as to which Mr. Bon Geaslin violently dis¬ 
agreed? 

Mr. Harrison: That is right, your Honor. 

The Court: Making some animadversion to the 
effect that Mr. Moran had been a member of the Bar 
for so many years. 

Mr. Harrison: I didn’t recall that in particular, 
your Honor, but I am not surprised. [1081] 

The Court: And Mr. Siegel and Mr. West and Mr. 
MacGuineas have concurred that, despite this, Sec¬ 
tion 207 still applies. 

Mr. Harrison: We now offer the portion of Mari¬ 
time Commission minutes of September 17, 1938, 
and ask that it be marked the plaintiffs’ exhibit next 
in order (handing the paper to the deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit 154. 

(The portion of Maritime Commission min¬ 
utes, September 17, 1938, was accordingly 
marked and received in evidence as Plaintiffs’ 
Exhibit No. 154.) 

Mr. Harrison (reading): 

“ There followed a discussion during which Com¬ 
missioner Wiley reiterated the reasons explained in 
his above-quoted memorandum why the Commission 
could not grant an operating-differential subsidy to 
the Dollar Steamship Lines, Inc., Ltd., under the 
provisions of the Merchant Marine Act, 1936. He 
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stated further that the possibility of obtaining an 
injunction to prevent the Commission’s contemplated 
action had been suggested to him, but that he had 
given consideration to participating in such an action 
himself. 

“On a motion to reconsider the Commission’s ac¬ 
tion of September 9,1938, wherein it had been agreed 
that Commissioner Truitt should prepare a [1082] 
report on the Dollar Line application, and to direct 
the Long Range Subsidy Committee to submit a re¬ 
port instead, the vote was as follows: 

“Chairman Land and Commissioners Truitt and 
W oodward—‘ nay. ’ 

“Commissioners Moran and Wiley—‘yea.’ 

“The motion was thereupon declared lost.” 

Mr. Harrison (continuing): We now offer as the 
next exhibit for plaintiffs, document 2-F-74, being the 
minutes of the Maritime Commission meeting of Sep¬ 
tember 22, 1938 (handing the minutes to the deputy 
clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit 155. 

(Maritime Commission minutes September 22, 
1938, heretofore identified as Document No. 
2-F-74, accordingly marked and received in evi¬ 
dence as Plaintiffs’ Exhibit No. 155.) 

Mr. Harrison: If your Honor please, this docu¬ 
ment is perhaps the document to which your Honor 
referred a moment ago: 
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[Plaintiffs ’ Exhibit No. 155 reads as follows:] 

PROCEEDINGS OF THE UNITED STATES 
MARITIME COMMISSION 

September 22, 1938. 

(Regular Meeting) 

* * * * * 

The Commission noted the following memoran¬ 
dum, dated September 21, 1938, from the General 
Counsel: 

“Under date of September 17, 1938, there was 
submitted to the Commission by Commissioner 
Moran a memorandum relative to the ‘Legality of 
Proposed Acquisition of Stock of Dollar Steamship 
Lines Inc., Ltd-’ It was recommended by Commis¬ 
sioner Moran that the memorandum be referred to 
the General Counsel and that the General Counsel 
be directed to present to the Commission a written 
opinion as to: 

‘(a) the legality of the proposed acquisition of 
stock of Dollar Steamship Lines, Inc., Ltd., by the 
Maritime Commission, (b) the offer of the Com¬ 
mission to pay a certain price for additional stock, 
if bought, and (c) the power of the Commission to 
delegate to the directors of a private corporation, 
responsible to another sovereignty, the manage¬ 
ment, direction, control and operation of ships 
which, in effect, belong to the Federal Government 
by the proposed stock ownership’. 

“With respect to the questions raised in the 
memorandum presented by Commissioner Moran, 
reference is first made to my opinion dated July 
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20, 1938, which reviewed the then existing facts 
involved in the proposed Dollar Adjustment and 
cited the opinion of the Attorney General (33 Op. 
Atty. Gen. 570), to which the attention of the 
Commission is again invited by the memorandum 
presented by Commissioner Moran. 

“The first question upon which the memorandum 
calls for my opinion, that is, ‘the legality of the 
proposed acquisition of stock of Dollar Steamship 
Lines, Inc., Ltd., by the Maritime Commission’ was 
specifically answered in that opinion. At the risk 
of repetition, I repeat that part of that memoran¬ 
dum. It reads as follows: 

‘Does the Commission have authority to acquire 
stock in a corporation in consideration of the re¬ 
lease of the co-makers or guarantors of notes and 

mortgages held by the Commission? 

♦ * * * * 

‘* * * the obligations on which R. Stanley Dollar 
and Dollar Steamship Line, California, are guar¬ 
antors or co-makers were executed in connection 
with transactions for the sale of vessels by the 
United States, represented by the Shipping Board, 
to the Dollar interests. These obligations were trans¬ 
ferred to the Commission by Section 202 of the 
Merchant Marine Act, 1936. 

‘The authority of the Commission to take such 
action and to receive property other than cash in 
satisfaction of indebtedness, was fully discussed in 
my memorandum to the Commission dated April 6, 
1938, on the subject “American Line Steamship 
Corporation Claims”. It was there decided that the 


1337 


vs. Emory S. Land, et al 

Commission had authority to receive property in 
satisfaction of indebtedness. 

‘The principles discussed in that memorandum 
are equally applicable in the present case. The fact 
that the property to be acquired is shares of stock 
instead of vessels would in no way change the con¬ 
clusion. In fact, the recent amendment to section 
207 of the Merchant Marine Act, approved June 23, 
1938, strengthens the conclusion. Section 207 now 
reads as follows: 

‘ “The Commission may enter into such contracts, 
upon behalf of the United States, and may make 
such disbursements as may, in its discretion, be 
necessary to carry on the activities authorized by 
this act, or to protect, preserve, or improve the 
collateral held by the Commission to secure indebt¬ 
edness, in the same manner that a private corpora¬ 
tion may contract within the scope of the authority 
conferred by its charter. # # 

‘From the foregoing section it is clear that the 
Commission, just as a private corporation, is free 
to enter into such contracts as it deems necessary 
to accomplish its proper functions or to protect the 
collateral it holds. 

‘The taking of securities in settlement of obliga¬ 
tions is a common business transaction; nor is it an 
uncommon transaction for an agency of the Govern¬ 
ment. In 37 Op. Atty. Gen. 298, 299, it is stated: 

‘ “In n um erous decisions of the Supreme Court, 
the principal has been laid down that in the exercise 
of sovereignty the United States is permitted and 
authorized to complete its business transactions in 
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the same manner and to the same effect as private 
citizens, and where it is advantageous may accept 
securities for debts, even in the absence of authoriz¬ 
ing statutes . Such settlements have been upheld.” 
(Italics supplied). [Printer's note: Italics are in 
original exhibit.] 

‘For the foregoing reasons you are advised that 
if the Commission, after considering all of the facts, 
finds that the acquisition of stock is a necessary in¬ 
cident to and part of the consideration for the 
carrying out of the proposed plan, or that such 
acquisition is necessary to protect, preserve or im¬ 
prove the Commission's creditor position, then the 
Commission may legally acquire this stock and as a 
further incident to the transaction may release R. 
Stanley Dollar and Dollar Steamship Line, Califor¬ 
nia, from their obligations as co-makers or guaran¬ 
tors of the mortgage notes held by the Commission.' 

“I further held in this opinion that the fact that 
the Commission is a mortgage creditor of Dollar 
Steamship Lines, Inc., Ltd., would not prevent the 
Commission from acquiring stock in the company. 

“The second question upon which the memoran¬ 
dum calls for my opinion relates to the legality of 
‘the offer of the Commission to pay a certain price 
for additional stock, if bought.’ Apparently this 
question is based upon article 5(b) of the ‘Adjust¬ 
ment Plan’, which reads as follows: 

‘For a period of five years from date, the Com¬ 
mission, or its nominee, shall have the right, at any; 
time, to purchase and take over all rights and in¬ 
terests of the pledgee, (including the rights and 
interests of the pledgee in and to all collateral 
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then pledged) upon payment of a sum equal to the 
balance due on account of the loan for which the 
‘A’ stock is so pledged, and in such event to release 
said ‘A’ stock from the pledge, and transfer said 
‘A’ stock to the Commission, or its nominee, free 
and clear.’ 

“It appears that the assumption has been made 
that this language constitutes an ‘offer’ by the 
Commission ‘to pay a certain price for additional 
stock, if bought’. The assumption is not justified in 
law or logic. There is no ‘offer’ of any nature by 
the Commission. The language confers a right upon 
the Commission to acquire, not ‘additional stock’, 
but the ‘rights and interests of the pledgee in and 
to all collateral then pledged’, which includes cer¬ 
tain rights and interests of the pledgee in and to 
51,533 shares of class ‘A’ stock of Dollar Steamship 
Lines, Inc., Ltd., the Co mmis sion having acquired 
the rights and interests of various pledgors in and 
to this stock. In effect, this portion of the ‘Adjust¬ 
ment Agreement’ constitutes the granting of an 
option to the Commission. 

“Because, however, it may be argued that the 
acquisition of this option and its possible exercise 
in the future is an essential part of the transaction 
and that the Commission should be advised as to 
whether or not the right granted to the Commission 
by article 5(b) of the ‘Adjustment Agreement’ can 
be exercised, I am answering the underlying ques¬ 
tion, which appears to be whether, under the cir¬ 
cumstances here presented, the Commission has legal 
authority to acquire ‘all rights and interests’ of the 
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pledgee of certain class ‘A’ stock of Dollar Steam¬ 
ship Lines, Inc., Ltd. 

“The authority of the Commission to acquire 
the interests of pledgors in and to the stock in 
question being established, it necessarily follows 
that authority exists for the acquisition of other 
interests in and to the stock, including the interests 
of the pledgee. No valid distinction can be drawn 
because the consideration in one case (pledgors’) 
is the release of co-makers or guarantors of notes 
and mortgages held by the Commission and the 
consideration in the possible future case (pledgee’s) 
is a cash payment. Both are valuable considera¬ 
tions. 

“It being true, as the Attorney General has stated, 
that the Government ‘is permitted and authorized 
to complete its business transactions in the same 
manner and to the same effect as private citizens, 
and where it is advantageous may accept securities 
for debts, even in the absence of authorizing sta- ! 
tutes’ (37 Op. Atty. Gen. 298); and the Commis¬ 
sion being authorized by statute to ‘enter into such 
contracts * # # and # * * make such disbursements 
as may, in its discretion, be necessary to carry on 
the activities authorized by this act’ (Merchant 
Marine Act of 1936) ‘or to protect, preserve, or im¬ 
prove the collateral held by the Commission to 
secure indebtedness, in the same manner that a 
private corporation may contract within the scope 
of the authority conferred by its charter # * *’ (Sec. 

207, Merchant Marine Act, 1936), it necessarily 
follows that having acquired the interests of 
pledgors in and to specific stock in settlement of 
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obligations, the Commission is authorized in its dis¬ 
cretion to acquire the interests of the pledgee in 
and to that specific stock. 

“The acquisition of this option is based upon 
the Co mm ission’s power and duty to protect, pre¬ 
serve, and improve the collateral held by the Com¬ 
mission to secure the indebtedness of Dollar Steam¬ 
ship Lines, Inc., Ltd., and to maintain adequate 
American-flag service upon essential American for¬ 
eign trade routes. The acquisition of this option 
and its exercise (if the Commission decides to 
exercise it) constitute a step found by the Commis¬ 
sion to be necessary to protect, preserve, and im¬ 
prove the collateral held by the Commission to 
secure the indebtedness of Dollar Steamship Lines, 
Inc., Ltd., and to maintain American-flag service 
upon foreign-trade routes which the Commission 
has determined to be essential; and the Commission 
is authorized by statute to enter into such contracts 
and make such disbursements as may in its discre¬ 
tion be necessary to accomplish these ends. 

“It is my opinion not only that the Commission 
has authority to acquire pledgee’s interests in and 
to stock, the pledgors’ interests being acquired, but 
that the Commission could not neglect to obtain 
the right to acquire the interests of the pledgee 
without utter disregard of sound business prin¬ 
ciples. Even if an argument to the contrary, based 
upon a refinement of logic could—as it cannot—be 
presented, I believe that it would be completely 
refuted by the language of Judge Byers in the cases 
of Southern Cross and Pan America, wherein he 
said that: 
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‘When logic and common sense are approaching 
headon, it is not the latter which must give way.’ 

“The third and last question upon which the 
memorandum calls for my opinion relates to the 
existence of ‘the power of the Commission to dele¬ 
gate to the directors of a private corporation, re¬ 
sponsible to another sovereignty, the management, 
direction, control and operation of ships which, in 
effect, belong to the Federal Government by the 
proposed stock ownership’. 

“It is sufficient answer to this question to state 
that the acquisition of stock in Dollar Steamship 
Lines, Inc., Ltd., by the Commission and the exer¬ 
cise by the Commission of rights inhering in stock 
ownership do not constitute a delegation ‘to the 
directors of a private corporation, * # *’ of ‘the 
management, direction, control and operation of 
ships which, in effect, belong to the Federal Gov¬ 
ernment by the proposed stock ownership.’ The 
management, direction, control, and operation of 
the business of a private corporation rests in its 
board of directors. If the powers of directors of 
private corporations may be said to be ‘delegated’, 
they are delegated by stockholders who undoubtedly 
have the right to confer managerial powers upon 
the directors as their representatives. The rights of 
the Commission, as a stockholder in a private cor¬ 
poration, certainly are not less than the rights of 
individual stockholders. Any powers vested by the 
Commission in the Board of Directors of Dollar 
Steamship Lines, Inc., Ltd., will be vested in them 
by the Commission as a stockholder and not as an 
agency of the Government. The powers exercised 
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by the stockholders of a private corporation are 
in no sense governmental powers. The ‘delegation’, 
if it may properly be characterized as a ‘delega¬ 
tion’, by the Commission, as a stockholder of a 
private corporation, to the directors of the corpora¬ 
tion of the power to manage, direct, control, and 
operate corporate affairs is the ordinary and usual 
exercise of a stockholder’s right. It cannot by the 
utmost stretch of imagination be regarded as a 
delegation of governmental powers, and nothing in 
the law forbids or militates against it. 

/s/ BON GEASLIN, 

General Counsel.” 


* * • * * 

Mr. Harrison: 

At this point we wish to offer stipulation article 18, 
appearing at page 112. [1084] 

The Court: That is the Government’s position, 
is it not, that as a consequence of surrender of the 
stock, presuming for the moment there was authority 
in the Commission to accept it, as a matter of law 
generally, or as a creditor protecting its position, the 
consideration running to Mr. Dollar and to the Dollar 
Steamship Line was the release of their obligation 
as co-makers or guarantors of the ship mortgage 
notes held by the Commission ? 

Mr. Siegel: That is part of the consideration, 
your Honor. 

Mr. Harrison: At this point, if your Honor please, 
I was raising this point specifically, that after the 
request of Commissioner Moran, Mr. Geaslin, in 
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reply thereto stated specifically that he would ap¬ 
prove the transaction only if a specific finding were 
made, to wit, that the acquisition of the stock was a 
necessary incident to the transaction. 

And we now offer article 18 at page 112 of the 
stipulation, commencing at line 20: 

“The finding relied on by the defendants, as con¬ 
stituting the findings referred to in paragraphs 36 
and 48 of their answer herein, are those set forth in 
the resolution adopted by the United States Maritime 
Commission on August 2, 1938—Document [1085] 
2-F-2.” 

And Document 2-F-2 is now Plaintiffs’ Exhibit 
137. And the position will be taken in argument that 
the Commission did not make the finding upon which 
Mr. Geaslin predicated his opinion; but only that 
the agreement offers the most fair and feasible method 
of continuing an American flag passenger and cargo 
service to the Orient. 

Mr. MacGuineas: I understood Mr. Harrison read 
the document referred to as 2-F-2, instead of 2-F-62. 

The Court: He said the document was Plaintiffs’ 
Exhibit 137 already in evidence, and that the min¬ 
utes of the Commission did not take into considera¬ 
tion the necessary prerequisites which Mr. Bon 
Geaslin, as the General Counsel, outlined in Docu¬ 
ment 2-F-74, which is Plaintiffs’ Exhibit 155. 

Is that correct? 

Mr. Siegel: That is the plaintiffs’ position, your 
Honor. 

The Court: Yes. (To Mr. MacGuineas): Does that 
answer your question? 
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Mr. MacGuineas: Yes; I was merely concerned to 
get the document number correctly identified in the 
record. 

Mr. Harrison: At this point we offer docu- [1086] 
ment 2-F-79, being a portion of the Maritime Com¬ 
mission minutes of September 27,1938 (handing the 
minutes to the Deputy Clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit 156. 

(Maritime Commission minutes of meeting 
September 27,1938, heretofore identified as doc¬ 
ument 2-F-79, accordingly marked and received 
in evidence as Plaintiffs’ Exhibit 156.) 


[Plaintiffs’ Exhibit No. 156 reads as follows:] 

COMMISSION MEETING OF 
SEPTEMBER 27, 1938 


“Commissioner Wiley inquired of the General 
Counsel if the Dollar Steamship Lines Inc., Ltd., 
would not be in default on September 30, 1938, 
due to the failure to make necessary repairs on 
vessels mortgaged to the Commission. The General 
Counsel stated that the Commission had extended 
the mortgages under the terms of the temporary 
operating-differential agreement in January, 1938, 
and that no payments were required thereunder 
until March, 1939, unless the subsidy contract was 
terminated. He stated further that in his memo¬ 
randum dated July 20, 1938, which is spread in the 
minutes of July 29, 1938, and also in his memoran¬ 
dum of September 21, 1938, which is spread in the 
minutes of September 22, 1938, he had given legal 
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clearance to the course of action proposed in Com¬ 
missioner Truitt’s report, provided the Commission 
made the findings declared in those memoranda to 
be necessary. Chairman Land then made the follow¬ 
ing statement relative to the Dollar situation: 

“ 'September 28, 1938 

“ 'Having reviewed several times all of the cor¬ 
respondence submitted by the Commissioners, as 
well as pertinent correspondence submitted by the 
staff, the Dollar case in my judgment reduces itself 
to the three following courses of action: 

"'(1) Approval of the report and resolutions 
now before us and proceed along the lines outlined 
therein which conforms, in so far as is practicable, 
with the negotiations started by Commission repre¬ 
sentatives and Commissioners in July, 1937, brought 
up to date by various steps and actions taken with 
the approval of the Commission as outlined in the 
memorandum of Commissioner Woodward of Sep¬ 
tember nineteenth, giving a resume of the Commis¬ 
sion's action in various Board Meetings up to and 
including August 25, 1938. 

“ ‘(2) Bankruptcy with all of its inherent com¬ 
plications, delays, and completely indefinite and un¬ 
known final results. If the Munson case is any 
criterion (and it is the best we have to go by), 
bankruptcy might involve not months delay but 
years, with the results at the end of the time prac¬ 
tically the same as they exist today. The possibilities 
of maintaining the service and/or increasing the 
service are far less in bankruptcy than in action 
proposed in (1) above. 
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“ ‘(3) Turn the whole matter over to Matson. 
This might be satisfactory for trans-Pacific opera¬ 
tions but is extremely doubtful for any round-the- 
world service; is open to the criticism of monopoly 
in the Pacific; would probably cause the same ex¬ 
penses to the Commission (except theoretical im¬ 
provement in management as concerned with (1) 
above) as are necessary in (1). The Matson pro¬ 
posal is chimerical, intangible, indefinite, and in my 
judgment impossible at this date to arrive at any 
definite determination of what they propose either 
in operations or new construction. The only definite 
part of their proposal is the trans-Pacific opera¬ 
tions; in other words, they take the cream off the 
bottle, leaving the Commission the skim-milk. 

“ ‘A resume of the above in one sentence is— 
Follow the proposal in its modified form which 
generally has been under consideration for over a 
year, or bankruptcy, or monopoly. 

“ 4 The Isthmian proposal is attractive but is not 
definite or specific for various reasons as follows: 

(a) A public hearing is necessary. 

(b) Legality of proposed subsidy not yet defi¬ 
nitely determined. 

(c) Not determined whether the Commission as 
a body will vote in favor of subsidizing Isthmian. 

(d) Proposed construction of cargo ships only. 

(e) No definite time given as to when they will 
be built. 

(f) Absolutely impracticable to utilize this new 
construction until it is built, which will be at a 
minimum, two years away, and a maximum, four 
years away. What do in the meantime that can’t 
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be done under the Truitt proposal? No definite 
information that Isthmian will not go along any¬ 
way, independent of the Truitt proposal, which 
after consummation is subject to changes to suit 
conditions which will be advantageous to the United 
States. 

“ ‘In my judgment the Commission has a defi¬ 
nite responsibility, a definite promise, and a definite 
duty to pay the repair creditors ($655,000), to 
operate the ships that must conform to statute laws 
(Bureau of Marine Inspection and Navigation), 
and to conform to Commission policy they must 
have proper crews’ quarters. Both of these latter 
items are, directly or indirectly, governmental re¬ 
sponsibility if the ships are to operate. 

“ ‘The legality has been questioned. I shall abide 
by the opinion of the General Counsel. 

“ ‘The policy of the Administration is against 
monopoly. Administration advisors who are cogni¬ 
zant of the Dollar case have advised against the 
Matson proposal now before the Commission. 

“ ‘One important (and possibly vital) condition 
in connection with managing operator arrangement 
is the question of hiring halls. Following the law 
and Commission precedent we would have to obtain 
our men through shipping commissioners on the 
West Coast On this basis, a general strike of West 
Coast maritime personnel has been threatened. Are 
we in any position to take this risk under present 
conditions? 

“ ‘Summing up the proposals and arguments, and 
weighing seriously the international conditions, it 
is my opinion that this matter should be settled 
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immediately and I shall therefore vote to approve 
the resolutions and other matters following them as 
presented in Commissioner Truitt’s report. 

/s/ E. S. LAND, 

Chairman. 7 ’ 


* * * * * 

Mr. Harrison: 

We now wish to offer stipulation page 26, lines 25 
to 30. This reference is to documents appearing in 
the second Blue Book, as designated by the Court in 
the record here, and reads: 

4 ‘Each of said instruments was duly transmitted 
to the purported addressee, assignee, grantee, re¬ 
leasee, or payee, if any, named therein on the date it 
bears, except that Documents VTI-B, VIII-A, X-A, 
XI-C, D and E were duly caused to be delivered or 
took effect on October 26, 1938. ” [1087] 

At this point, if your Honor please, we wish to 
offer document VIII-A, and document XI-E, from 
the Second Blue Book, being the blanket preferred 
mortgage dated October 24, 1938, securing the old 
debt, and a blanket preferred mortgage of the same 
date covering the new money. 

The purpose of this offer at this time is to point 
out that in these mortagages to the Commission, Dol¬ 
lar of Delaware covenanted that it is a citizen of the 
United States under section 2 of the Shipping Act of 
1916. 

The instrument became effective and was intended 
to become effective only on October 26, simultaneously 
with the transfer of stock to the Co mmi ssion, and was, 
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therefore intended as a covenant, with the stock in 
the hands of the Commission, and the company to be a 
United States citizen—and that is as basis for further 
argument of the character already described to the 
Court 

We ask, therefore, that the Court accept documents 
VIII-A and XI-E of the second Blue Book, as in 
evidence, without the necessity of physically offering 
them. 

And to the same purpose we offer, in the second 
Blue Book, page 274, document XI-A, which further 
supports factually the basis upon which the argu¬ 
ment just referred to will be urged on behalf [1088] 
of the plaintiffs, thus showing that the Commission 
itself prepared these very documents which were 
executed. 

At this point we also wish to offer in evidence docu¬ 
ment III-A of the second Blue Book, the same con¬ 
stituting the resolution of the Maritime Commission 
of September 27, 1938, in which the Commission, 
among other things, recited and found that the opera¬ 
tor, Dollar of Delaware is a citizen of the United 
States within the meaning of Section 2 of the Ship¬ 
ping Act of 1916. 

The Court: The page, please ? 

Mr. Harrison: The page of the document is page 
121; the page of the finding is page 122. 

At this point we wish to offer Document 14^A of 
the second Blue Book, at page 324, the same being 
the operating differential subsidy agreement of Oc¬ 
tober 6, 1938, between Dollar of Delaware and the 
United States Maritime Commission, on which page 
to wit, 324, it is recited that— 
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“Whereas in order to induce the Commission to 
award a long-term contract, the operator has war¬ 
ranted and represented, and does hereby warrant and 
represent as follows: 

“ (1) That it is and at all times during the period 
of this agreement will continue to be a citizen of the 
United States within the meaning of Section 2 of the 
Shipping Act of 1916, as amended.” [1089] 

And referring to document 2-N-2 of the stipula¬ 
tion, the Plaintiffs’ Exhibit 72 in evidence, and par¬ 
ticularly at pages 23 to 29, we refer to the topic, 
‘ ‘ Commission Properties,’ 7 and the subtopic, ‘ 1 Opera¬ 
tion of Government-Owned Lines.” 


[The passage here referred to reads as fol¬ 
lows :] 

The Merchant Marine Act of 1936 directed the Com¬ 
mission to charter or sell these vessels as soon as 
practicable and provided that all operation of the 
Commission’s vessels should be discontinued by June 
29, 1937. At the begining of the year, therefore, it 
notified its managing agents that no sailings should 
be scheduled which could not be completed by that 
date and shortly thereafter prepared bids for the 
charter of these vessels. Subsequently, at the request 
of the Senate Committee on Commerce, the date for 
opening these bids, scheduled for March 1, was post¬ 
poned for 30 days. On April 1,1937, an amendment 
to section 704 of the Merchant Marine Act of 1936 
was enacted by the Congress which permitted the 
completion of all voyages commenced prior to June 29. 


i 
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* * * * * 

And on page 25, quoting: 

“The Commission is directed by the Merchant Ma¬ 
rine Act of 1936 to arrange for the employment of its 
vessels on essential foreign trade routes in the hands 
of private operators.” 

The Court: I am sorry, Mr. Harrison, what are 
you reading from? 

Mr. Harrison: I am reading from the document 
2-N-2, which is Plaintiffs’ Exhibit 72 in evidence, 
being the annual report for 1937 of the Maritime 
Commission. 

Mr. Lasky: I believe that has been called the 
fourth Blue Book. 

The Court: It is Plaintiffs’ Exhibit 72, anyway? 

Mr. Lasky: Yes, sir. 

The Court: All right. 

Mr. Harrison: At this point we wish to [1090] 
offer stipulation article 15, paragraphs 5 and 6— 

The Court: I beg your pardon. Before you go 
to that, in Plaintiffs’ Exhibit 72, the first Blue Book, 
can you give me the page? Page 24 and 25? 

Mr. Harrison: Page 25 was the actual quotation, 
and the reference was to pages 23 to 29. 

Mr. Lasky: Not the first Blue Book, your Honor, 
but the fourth Blue Book—one of the smaller pamph¬ 
lets, the report of the Maritime Commission for 1937. 

The Court: All right. 

Mr. Harrison: Now referring to page 102 of the 
stipulation of facts on trial, and from that stipula¬ 
tion, article 15, paragraph 5, we quote the following: 
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4 ‘5. Among the assets of Dollar of Delaware in 1937 
and 1938 was stock of Dollar Wharf and Warehouse 
Company, Federal Ine., U. S. A., and Dollar Terminal 
Steamship Company. Under the terms of a certain 
agreement of September 21,1934, copy of which ap¬ 
pears as Exhibit A to Document 2-B in Exhibit A of 
the defendants’ Ans wer in this cause, said stock was 
pledged in trust to secure the debt to the United 
States and the debt to the Anglo Bank. The amount 
of the debt to the Anglo Bank so secured was greater 
than the value of the assets of Dollar Wharf and 
Warehouse Company and Dollar Terminal Steam¬ 
ship Company. 

And the following paragraph: [1091] 

“6. In 1938 and for many years prior thereto Dol¬ 
lar of Delaware owned the two ships President Fill¬ 
more and President Johnson. After the steamships 
President Hoover and President Coolidge were 
placed in service in 1931, the Presidents Fillmore and 
Johnson were used only intermittently when traffic 
required, and the President Johnson was continu¬ 
ously in lay-up after December, 1935. In 1938 the 
President Johnson and President Fillmore were sub¬ 
ject to mortgage indebtedness of such amount that 
Dollar of Delaware had an equity of no substantial 
amount in the two ships if any. The indebtednesses 
here referred to were other than those referred to in 
Article TV of this stipulation.” 

The Court: It is article five of the stipulation? 

Mr. Harrison: Article four, it says in mine. 

The Court: It is article five in mine. 
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Mr. Siegel: Article four is correct, your Honor, 
and the plaintiffs have apparently made a proper 
correction. 

The Court: All right. 

Mr. Harrison: It appears to be correct, your 
Honor—article four. 

The Court: Very well. 

Mr. Harrison: At this point we wish to offer in 
evidence document 2-F-66, being the Maritime Com¬ 
mission minutes of August 23, 193S (handing the 
minutes to the Deputy Clerk). [1092] 

The Deputy Clerk: Plaintiffs’ Exhibit No. 157. 

(Maritime Commission minutes of August 23, 
1938, heretofore identified as document No. 
2-F-66, accordingly marked and received in evi¬ 
dence as Plaintiffs’ Exhibit 157.) 

Mr. Harrison: At this point, at the beginning of 
the minutes of August 23,1938: 

“The Chairman presented for consideration a let¬ 
ter dated August 20, 1938, from Dollar Steamship 
Lines, Inc., Ltd., requesting a further extension for 
thirty (30) days of that company’s Operating-Differ¬ 
ential Subsidy Agreement with the Commission dated 
January 25,1938, as heretofore extended.” 

Passing down to the recommendation signed by Mr. 
Lawrence: 

“It is recommended that the request of Dollar 
Steamship Lines, Inc., Ltd., for extension of its 
temporary operating-differential subsidy agreement 
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for a period of 30 days from August 25, 1938, be 
granted. 

“ (Signed) D. E. Lawrence, 

“Chief, Examining Section, Division of Finance. 

“Approval recommended: 

“(Signed) R. E. Anderson, 

“Director of Finance. 

“(Signed) M. L. Wilcox [1093] 

Director, Operations and Traffic. 

“‘No legal objection: 

“ ‘ (Signed) Bon Geaslin, 

“ ‘General Counsel.'’ ” 

“The General Counsel pointed out that the findings 
and determinations required by the Act in connection 
with the Temporary Agreement were in said Agree¬ 
ment specifically stated as 6 being made with reference 
to the limited terms of this agreement and being in¬ 
applicable to any agreement with respect to a later 
period,’ and that when authorizing the extension of 
the Temporary Agreement set forth in the Second 
Addendum thereto, the Commission made such find¬ 
ings and determinations applicable to the period of 
the extension provided thereby. He suggested that on 
the basis of the warranties and representations made 
by the Applicant, the aforesaid report, and other 
information now in the possession of the Commis¬ 
sion, such findings and determinations be made ap¬ 
plicable to the period of the extension presently 
authorized. 

“Thereupon, after discussion, by the unanimous 
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“yea” vote of the members of the Commission pres¬ 
ent, the following resolutions were adopted: 

“ ‘Resolved, that the foregoing report of the Chief, 
Examining Section, Division of Finance, dated Au¬ 
gust 22,1938, with respect to the extension of [1094] 
the Subsidy Agreement between the Commission and 
Dollar Steamship Lines, Inc., Ltd., is hereby ap¬ 
proved and the recommendations set forth therein 
are hereby adopted by the Commission upon the terms 
and conditions therein set forth; 

“ ‘Resolved, that the Commission hereby reaffirms 
and makes applicable to the period of extension rec¬ 
ommended by said report the findings and determina¬ 
tions required by the Act and heretofore made by the 
Commission in connection with said Temporary 
Agreement; 

“ ‘Resolved, that the above-mentioned report be 
referred to the General Counsel with instructions to 
prepare a form of agreement in accordance there¬ 
with ; and 

“ ‘Resolved, that the Chairman or Vice Chairman 
and the Secretary of the Commission be, and they 
hereby are, directed to execute and deliver in the 
name and on behalf of the Commission and under its 
seal, the form of agreement to be prepared by the 
General Counsel pursuant to the directions contained 
in the preceding resolution, and the Secretary be, and 
he hereby is, directed to file a copy thereof with his 
records.’ ” 

Mr. Harrison (continuing): Those were the find¬ 
ings in the same form they were previously made in 
January, and again on the first extension of the agree- 
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ment, finding the competency, ability, and financial 
ability of the operator to perform the terms of [1095] 
the operating differential subsidy contract. 

At this point we wish to offer stipulation article 
16, paragraph 2, at page 103 of the stipulation, com¬ 
mencing at line 24: 

“2. Some time between August 19,1938, and Sep¬ 
tember 8, 1938, R. Stanley Dollar as President and 
Arthur B. Poole as Vice President of Dollar of Dela¬ 
ware retained Reginald S. Laughlin as attorney for 
Dollar of Delaware in drawing up the papers for the 
closing of the so-called adjustment agreement of Au¬ 
gust 15, 1938, and to see that Dollar of Delaware’s 
interests were protected, and this action of R. Stan¬ 
ley Dollar and Arthur B. Poole was approved by the 
Board of Directors of Dollar of Delaware on Sep¬ 
tember 8,1938. Dollar of Delaware had no other at¬ 
torney relative to the closing of the adjustment agree¬ 
ment.” 

At this point we wish to offer document 2-A-23, as 
identified in the stipulation of facts, being the min¬ 
utes of Dollar of Delaware for September 8, 1938 
(handing the document to the Deputy Clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit No. 158. 

(The Dollar of Delaware minutes, September 
8, 1938, heretofore identified as document No. 
2-A-23, accordingly marked and received in evi¬ 
dence as Plaintiffs’ Exhibit 158.) 

Mr. Harrison: We wish at this point, if [1096] 
your Honor please, to offer this and a succession of 
several meetings or minutes of meetings of the board 
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of directors of Dollar of Delaware, to show the man¬ 
ner in which the closing actions were carried out by 
Dollar of Delaware and that, among other things, that 
while they were being carried out, Mr. Laughlin acted 
on behalf both of the company and of the Commis- 
ion; and also as a basis, in part, for the contention 
later to be made, by way of argument, that the con¬ 
tract of August 15, 1938, must be treated and re¬ 
garded as a security transaction only, upon the ground 
that no credit having been given upon the principal 
obligation, as the law absolutely required, and the 
contract otherwise providing it must be construed as 
a security transaction only, and in support of that 
some of the circumstances we now wish to point out 
are that it is our considered opinion that counsel for 
both Dollar of Delaware and the Commission, acting 
in both capacities at the same time, would, if that were 
not so, have certainly advised the guarantors or prom¬ 
isors on the obligations and the rights in the premises. 

[Plaintiffs’ Exhibit No. 158 reads in part as 
follows:] 

• • • « « 

The President stated that in drawing up the papers 
for the closing of the agreement it was necessary to 
employ a lawyer to see that the various interests were 
protected. As far as all the so-called Dollar interests 
were concerned, they were trying to have one lawyer 
do the work for all interests. He believed Mr. Tharp 
was handling the Bank’s end of it and Mr. Laughlin 
the interests of the Maritime Commission and Dol¬ 
lar of Delaware. Mr. Laughlin stated that the greater 
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majority of the work he would have to do for Dela¬ 
ware would be substantially the same as what he 
would have to do for the Commission. Mr. Laughlin 
further stated that he would be willing to accept, as a 
fee for his services to Dollar of Delaware, any sum 
which the Directors felt was appropriate. Before 
agreeing to employ Mr. Laughlin he took the matter 
up with the Maritime Commission and they approved 
his acting in this capacity. The President stated that 
he wished to report this action of Mr. Poole and him¬ 
self in employing Mr. Laughlin and the Board voiced 

its approval of the action taken. 

♦ * * * * 


* * * * # 

The Court: Let me ask you this question: 

Was Mr. Laughlin a salaried employee of the Mari¬ 
time Commission, or merely an attorney at law prac¬ 
ticing law in San Francisco and retained specially by 
them? 

Mr. Siegel: The latter, your Honor. 

Mr. Harrison: At this time we wish to offer stipu¬ 
lation article 16, paragraph 3, at page 104 of the 
stipulation, commencing at line 5: 

“3. Document 16-1 is a true and photostatic copy 
of a letter from said Laughlin to American Trust 
Company dated October 25, 1938. Document [1098] 
16-2 is a true and photostatic copy of a letter from 
said Laughlin to said American Trust Company 
dated October .., 1938. Document 16-3 is a true and 
photostatic copy of a draft of the minutes of the meet¬ 
ing of the Board of Directors of Dollar of Delaware 
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of September 23,1938; the word “approved’’ and the 
initials “RSL” in the upper right hand comer of the 
first page are in the handwriting of Reginald S. 
Laughlin. Document 16-4 is a true copy of a certain 
letter dated ‘ October .., 1938, ’ in the file of the Amer¬ 
ican Trust Company; the signatures on the fourth 
and fifth pages are those of Keith R. Ferguson, and 
the marginal notation in the left margin on page 1 is 
in the handwriting of Reginald S. Laughlin.” 

Mr. Harrison (continuing): At this time we wish 
to offer document 16-1 as the exhibit next in order for 
the plaintiffs (handing the document to the Deputy 
Clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit 159. 

(The letter dated October 25,1938, Laughlin to 
American Trust Co., heretofore identified as 
document No. 16-1, accordingly marked and re¬ 
ceived in evidence as Plaintiffs’ Exhibit No. 159.) 


[Plaintiffs’ Exhibit No. 159 reads as follows:] 

[Treadwell & Laughlin Letterhead] 

October 25, 1938 

American Trust Company, 

464 California Street, 

San Francisco, Calif. 

Re: Dollar Steamship Lines Inc., Ltd. 

Gentlemen: 

Delivered to you herewith, for deposit under the 
terms and provisions of that certain communica- 
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tion addressed to you, dated October 25, 1938, en¬ 
titled “Escrow Instructions In Connection With 
Adjustment Plan of Dollar Steamship Lines Inc., 
Ltd.”, and under the terms and provisions of that 
certain Agreement, dated October 25, 1938, be¬ 
tween various parties to said Escrow Instructions 
referring to certain modifications in said Escrow 
Instructions and to receipts to be given for the 
various documents, etc., referred to in said Escrow 
Instructions, are the following: 

1. Three originals of an assignment and option 
agreement, whereby R. Stanley Dollar assigns to 
the Commission, subject to existing pledges, all his 
right and interest in and to the Class “A” stock 
listed and described in paragraph 4(a) of the Ad¬ 
justment Agreement, and R. Stanley Dollar and 
the Anglo Bank agree in respect to said Class “A” 
stock in accordance with the provisions of sub- 
paragraphs (a), (b), (c), (d) and (e) of para¬ 
graph 5 of the Adjustment Agreement. 

These are referred to in paragraph (2) of the 
Escrow Instructions. 

2. Three originals of an assignment and option 
agreement whereby the Estate of J. Harold Dollar 
assigns to the Commission, subject to existin g 
pledges, all its right and interest in and to the 
Class “A” stock listed and described in paragraph 
4(b) of the Adjustment Agreement, and the Estate 
of J. Harold Dollar and the Anglo Bank agree in 
respect of said Class “A” stock in accordance with 
the provisions of sub-paragraphs (a), (b), (c), (d) 
and (e) of paragraph 5 of the Adjustment Agree¬ 
ment. 
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These axe referred to in paragraph (3) of the 
Escrow Instructions. 

3. Four originals of an assignment and option 
agreement whereby R. Stanley Dollar and the Es¬ 
tate of J. Harold Dollar assign to the Commission, 
subject to existing pledges, all their right and in¬ 
terest in and to the Class “A” stock listed and 
described in paragraph 4(c) of the Adjustment 
Agreement, and R. Stanley Dollar and the Estate 
of J. Harold Dollar and the Anglo Bank agree in 
respect of said Class “A” stock in accordance with 
the provisions of sub-paragraphs (a), (b), (c), (d) 
and (e) of paragraph 5 of the Adjustment Agree¬ 
ment. 

These are referred to in paragraph (4) of the 
Escrow Instructions. 

4. Communication from Reginald S. Laughlin, 
Special Counsel for United States Maritime Com¬ 
mission, to United States Maritime Commission, 
to which is attached evidence accepted as satisfac¬ 
tory by Special Counsel that the landlords named 
in the leases covering the Los Angeles and New 
York Passenger Offices will consent to the assign¬ 
ment of such leases by Robert Dollar Co. to Dollar 
of Delaware. 

This is referred to in paragraph (6) of the Es¬ 
crow Instructions. 

5. Copy of permit issued by the Commissioner 
of Corporations of the State of California authoriz¬ 
ing the issuance of 650 shares of preferred stock 
of Dollar of Delaware to Dollar of California, 
certified to as a true copy by the Secretary of 
Dollar of Delaware. 
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This is referred to in paragraph (7) (c) of the 
Escrow Instructions. 

6. Evidence of approval by the Commission of 
lease for space in the Robert Dollar Building, San 
Francisco, California, and the agreement in modi¬ 
fication thereof. 

This is referred to in paragraph (11) of the 
Escrow Instructions. 

7. Four duplicate originals of an agreement be¬ 
tween Dollar of Delaware and the Commission, 
providing for the release of R. Stanley Dollar and 
Dollar of California from liability under certain 
ship mortgage notes described in said agreement, 
and providing that the liability of Dollar of Dela¬ 
ware for payment of such notes shall not be re¬ 
leased or impaired by reason of such releases. 

These are delivered in lieu and in the place and 
stead of the releases referred to in paragraphs (12) 
and (13) of the Escrow Instructions. 

8. Seven originals of a supplemental indenture 
between Dollar of Delaware and the Commission 
extending the mortgage indebtedness (First Mort¬ 
gage) on the vessels “Fillmore” and “Johnson”, 
in accordance with paragraph 18 of the Adjust¬ 
ment Agreement. 

These are referred to in paragraph (18) of the 
Escrow Instructions. 

9. Seven originals of a supplemental indenture 
between Dollar of Delaware and the Anglo Bank 
extending the mortgage indebtedness (Second Mort¬ 
gage) on the vessels “Fillmore” and “Johnson”, 
in accordance with paragraph 18 of the Adjustment 
Agreement. 
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These are referred to in paragraph (19) of the 
Escrow Instructions. 

10. Four executed copies of a consent of the 
Commission to the execution of the supplemental 
indenture between Dollar of Delaware and the 
Anglo Bank and to the supplemental indenture be¬ 
tween Dollar of Delaware and Dollar of California 
and Dollar Wharf & Warehouse Company. 

These are referred to in paragraph (21) of the 
Escrow Instructions. 

11. Three executed copies of a consent of the 
Anglo Bank to the supplemental indenture between 
Dollar of Delaware and Dollar of California and 
Dollar Wharf & Warehouse Company. 

These are referred to in paragraph (22) of the 
Escrow Instructions. 

12. Two duplicate originals of an agreement be¬ 
tween the Anglo Bank and Dollar of Delaware 
modifying the agreement between them dated Janu¬ 
ary 17, 1938, so as to provide that each of the dates 
in the amortization schedule set forth in paragraph 
1 of said agreement of January 17, 1938, will be 
set forward six months, etc. 

These are referred to in paragraph (23) of the 
Escrow Instructions. 

13. Three certified copies of a resolution of the 
Board of Directors of Dollar Steamship Lines Inc., 
Ltd, evidencing its consent to the release by the 
Commission of R. Stanley Dollar and Dollar of 
California from liability under the ship mortgage 
notes referred to in paragraph (14) of the Adjust¬ 
ment Agreement, and expressly acknowledging lia¬ 
bility under said notes. 
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These are referred to in paragraph (24) of the 
Escrow Instructions. 

14. Opinion of Reginald S. Laughlin, as Counsel 
for Dollar Terminal Steamship Company and Dol¬ 
lar of Delaware, and as Special Counsel for the 
United States Maritime Commission, relating to the 
cancellation of indebtedness due from Dollar of 
Delaware to Dollar Terminal Steamship Company. 

This is referred to in paragraph (25) of the Es¬ 
crow Instructions. 

Each of the above instruments, documents and 
writings herewith delivered to you is delivered for 
and on behalf of the respective parties who have 
executed the same. In all cases where more than 
one party has joined in such execution delivery is 
so made for and on behalf of such parties jointly. 

Very truly yours, 

/s/ REGINALD S. LAUGHLIN. 

RSL:T 

Ends. 

ccs Keith R. Ferguson, Esq. 

Laurence H. Tharp, Esq. 


* * * * * 

Mr. Harrison: At this point we offer in [1100A] 
evidence Document 16-3, being the minutes of Dollar 
Steamship Lines, Incorporated, Limited, or Dollar 
of Delaware, of September 23,1938 (handing the doc¬ 
ument to the Deputy Clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit No. 160. 

(The minutes of board of directors meeting, 
Dollar of Delaware, September 23, 1938, here- 
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tofore identified as 16-3, accordingly marked and 
received in evidence as Plaintiffs’ Exhibit No. 
160.) 

[Plaintiffs’ Exhibit No. 160 reads in part as 
follows:] 

[Pencilled notations are shown in italic type.] 

Approved 

R. S. L. 

SPECIAL MEETING OF BOARD 
OF DIRECTORS 

A special meeting of the Board of Directors of Dol¬ 
lar Steamship Lines, Inc., Ltd., was held at the office 
of the company, 311 California Street, San Fran¬ 
cisco, California, at three o’clock in the afternoon, on 
Friday, the 23rd day of September, 1938. 

There were present and participating in the meet- 
J. Hugh Jackson 
A. B. Poole 
ing Directors 

R. Stanley Dollar 
Grant H. Wren 

constituting a quorum of the Board. 

Absent: P. E. Hoover. 

Mr. Reginald S. Laughlin, attorney representing 
counsel for the corporation 

the U. S- Maritime Commission [underscored words 

deleted in pencil] was also in attendance at the meet- 
ing. 

Mr. R. Stanley Dollar, President of the Corpora¬ 
tion, presided. 
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Mr. Harrison - All that we wish to call attention 
to here, your Honor, is the intimate and close con¬ 
nection Mr. Laughlin had with the entire [1100B] 
transaction on both sides, in that it appears he was 
at this point approving the minutes of the corpora¬ 
tion, as well as appearing as counsel for the corpora¬ 
tion. His initials appear at the top of the first page. 

The Court: You mean that the Commission ap¬ 
proved these activities of Mr. Laughlin? 

Mr. Siegel: If the Court please, I understand the 
circumstances were that Mr. Dollar asked Mr. Laugh¬ 
lin to act in this capacity, and it was our understand¬ 
ing it was thought there was no conflict of interest, 
for the reason that the Commission was to acquire the 
ownership of the stock. 

With respect to the point raised by Mr. Harrison, 
it is settled doctrine that those in the position of the 
plaintiffs, as guarantors, could offer in considera¬ 
tion for release from their liability, without any re¬ 
duction of the indebtedness whatsoever, and that is 
the overwhelming weight of authority. 

Now, Mr. Dollar thought there was no inconsist¬ 
ency. 

The Court: I think there was an inconsistency, as 
a matter of legal ethics, and I am surprised the Com¬ 
mission would approve that situation. Mr. Laughlin, 
as special counsel for the Commission, should cer¬ 
tainly deal at arm’s length with anybody else deal¬ 
ing with the Commission. It is utterly incompre¬ 
hensible. 

Mr. Harrison: At this point we wish to [1100-C] 
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offer in evidence, at page 185 of the second blue 
book— 

The Court: I assume he was paid by the Dollar 
Steamship Lines. 

Mr. Siegel: I cannot answer that question, your 
Honor. He was paid by the Commission; that I know. 

Mr. Harrison: At this point we wish to [1100-D] 
offer, in the second Blue Book, the opinion of Messrs. 
Treadwell and Laughlin, being document 5-C, appear¬ 
ing at page 180 of the second Blue Book. 

The Court: Did you mention page 185 ? 

Mr. Harrison: I did, if your Honor please, but 
actually the document to which I refer commences 
at page 180, and at page 185 it appears that this 
opinion addressed to the United States Maritime 
Commission is rendered by Mr. Laughlin as counsel 
for Dollar of Delaware, this communication. 

The Court: We will suspend here. 

I am not indicating for a moment, Mr. Siegel, that 
Mr. Laughlin ? s activities were in any way controlling, 
but I merely make that observation as a matter of 
legal ethics, it is certainly not permitted to be done 
in the best circles. 

Mr. Siegel: May I be permitted to be heard on 
that, your Honor ? 

The Court: And I assume you will agree with the 
Court on that? 

Mr. Siegel: May I say off the record— 

(Following a brief discussion off the record, 
the luncheon recess was taken at 12:30 until 1:45 
pjn.) 
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(The proceedings were resumed at 2:10 o’clock 
pan., at the expiration of the recess.) 

Mr. Harrison: May it please the Court, complet¬ 
ing the record with reference to the position in which 
special counsel for the Commission found himself 
at that time, we wish to refer to certain pages of the 
second blue book which are in evidence. 

First, to page 212, where, in a communication ad¬ 
dressed to the United States Maritime Commission 
on the 24th of October, Mr. Laughlin concluded: 

“This report and opinion has been prepared and 
is submitted by me as attorney for Dollar of Dela¬ 
ware and Dollar Terminal, and as special counsel for 
the Commission.” 

And at page 185 of the same document, which is 
in the record, the document consisting of an opinion 
at page 180, and particularly the portion at 185, 
where, on the other hand, special counsel appears as 
counsel for Dollar of Delaware in a letter addressed 
to the Commission. 

And other references of the same character we 
mention for the purpose of the record at pages 269, 
270, 272, and 313. 

At this point we wish to offer the minutes of Sep¬ 
tember 23,1938, being the minutes of Dollar of Dela¬ 
ware, Document 2-A-24. 

The Deputy Clerk: Plaintiffs’ Exhibit No. [1102] 
161. 
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(Minutes of meeting of Dollar of Delaware, 
dated September 23, 1938, heretofore referred 
to as Document No. 2-A-24, was accordingly 
marked and received in evidence as Plaintiffs’ 
Exhibit No. 161.) 

Mr. Harrison: That document, may it please the 
Court, consists of certain minutes in which various 
steps in the consummation of the adjustment plan 
were provided by resolution of the corporation and we 
note that there Mr. Laughlin was present as counsel 
for the corporation. 

On the other hand, as illustrating the confusion 
which resulted from it, we offer Document 2-C-21, 
being the preliminary minutes of the same meeting 
describing Mr. Laughlin as the representative of the 
Maritime Commission. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 162. 

(Preliminary minutes heretofore referred to 
as Document No. 2-C-21, was accordingly marked 
and received in evidence as Plaintiffs’ Exhibit 
No. 162.) 


[Plaintiffs’ Exhibit No. 162 reads in part as 
follows:] 

* * * * * 

Mr. Dollar had the Secretary read a letter dated 
September 23rd from Mr. Prank, listing additional 
fees due him over and above the amount approved by 
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the Board. These fees covered several club cases and 
his retainer fee of $1600 for the preceding year. A 
general discussion followed on the $1600 retainer fee. 
Mr. Poole suggested offering him $1000 in settlement. 
It was finally moved by Mr. Poole, seconded by Mr. 
Jackson, that Mr. Wren be appointed to negotiate 
settlement with Mr. Frank at a sum not exceeding 
$1600. Passed. It was suggested that Mr. Frank 
should be informed that he is not earning any retainer 
fee after August 31,1938, also that the Board would 
like a list of club claims he is now working on. 

Mr. Dollar presented an opinion from Mr. Frank 
on the Dollar-Matson agreement which was read by 
the Secretary. It was suggested the Secretary ascer¬ 
tain from Mr. Frank the time allowed Matson to file 
an appeal to this decision of the Board, also how this 
decision affects payments up to the date of the deci¬ 
sion. It was also suggested that a copy of this letter 

be spread on the minutes of the meeting. 

* * * * * 


Mr. Harrison: We next offer Document 2-C-22, 
being the preliminary draft of the minutes for Oc¬ 
tober 10,1938. 

The Deputy Clerk: Plaintiffs 7 Exhibit No. 163. 

(Preliminary draft of minutes heretofore re¬ 
ferred to as Document No. 2-C-22, was accord¬ 
ingly marked and received in evidence as Plain¬ 
tiffs 7 Exhibit No. 163.) 
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[Plaintiffs’ Exhibit No. 163 reads in part as 
follows:] 

Board of directors meeting, Dollar S. S. Lines, Inc., 
Ltd., October 10,1938, 8:30 a.m. 

Present: R. Stanley Dollar, J. Hugh Jackson, A. B. 
Poole, P. E. Hoover, G. H. Wren, D. T. Buckley, 
Secretary. 

Reginald S. Laughlin (M. C. Representative). 

Paul Paige (M. C. Representative). 

•»*«** 


Mr. Harrison: And there the reverse confusion 
appears, for in the preliminary draft it appears that 
Mr. Laughlin is referred to as the Maritime [1103] 
Commission representative, and yet in the minutes 
for that same meeting, which we now offer in evi¬ 
dence, being Document 2-A-25, the final minutes for 
October 10, 1938, he is described as counsel for the 
corporation. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 164. 

(Final minutes of Dollar of Delaware, here¬ 
tofore referred to as Document No. 2-A-25, was 
accordingly marked and received in evidence as 
Plaintiffs’ Exhibit No. 164.) 
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[Plaintiffs’ Exhibit No. 164 reads in part as 
follows:] 

SPECIAL MEETING OP BOARD OP 
DIRECTORS 

A special meeting of the Board of Directors of Dol¬ 
lar Steamship Lines, Inc., Ltd., was held at the office 
of the Company, 311 California Street, San Fran¬ 
cisco, California, on Monday, the tenth day of Oc¬ 
tober, 1938, at 8:30 a’clock in the forenoon. 

The following Directors were present and partici¬ 
pated in all proceedings of the meeting: 

R. Stanley Dollar 
A. B. Poole 
P. E. Hoover 
J. Hugh Jackson 
Grant H. Wren 

consisting the entire membership of the Board and a 
quorum. There also was present Mr. Reginald S. 
Laughlin, Counsel for the corporation, and Mr. Paul 
Paige, Attorney representing the Maritime Commis¬ 
sion. 

* * * * * 


Mr. Harrison: We now wish to offer in evidence 
Document 2-A-26, being the company minutes of 
October 17,1938. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 165. 

(Company minutes of October 17, 1938, here¬ 
tofore referred to as Document No. 2-A-26, was 
accordingly marked and received in evidence as 
Plaintiffs’ Exhibit No. 165.) 

Mr. Harrison: In these minutes, may it please the 
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Court, various further steps are taken for the pur¬ 
pose of effectuating final consummation of the ad¬ 
justment plan, and among other things there is rati¬ 
fied and approved an agreement with the Maritime 
Commission relative to the release of certain joint 
makers of the mortgaged indebtedness to the United 
States Maritime Commission, in which Mr. Reginald 
Laughlin, as counsel, passed upon the proceedings in¬ 
volving changes in the corporate structure, amend¬ 
ments to the articles of incorporation, proceedings 
involving permission to issue shares of stock, and 
also upon the very matter of the procedure in con¬ 
summating the adjustment plan. [1104] 


[Plaintiffs’ Exhibit No. 165 reads in part as 
follows]: 

SPECIAL ADJOURNED MEETING OF 
BOARD OF DIRECTORS 
The adjourned meeting of the Board of Directors 
of Dollar Steamship Lines, Inc., Ltd., was recon¬ 
vened at the office of the company at 311 California 
Street, San Francisco, California, at 2:30 o’clock in 
the afternoon of October 17, 1938, pursuant to reso¬ 
lution of adjournment duly adopted by the Board 
of Directors on Thursday, October 13,1938. 
Present: 

R. Stanley Dollar 
Joseph R. Sheehan 
Arthur B. Poole 
J. Hugh Jackson 
Paul E. Hoover 
Grant H. Wren 
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constituting all the members of the Board and a 
quorum. 

Mr. R. Stanley Dollar, President, and D. T. Buck- 
ley, Secretary, acted as secretary of the meeting. 

The Chairman called the meeting to order and an¬ 
nounced that this was an adjourned meeting of the 
Special Meeting of Board of Directors first held on 
October 10, 1938. The meeting on October 10, 1938, 
was adjourned to October 11, 1938. The meeting on 
October 11,1938, was adjourned to October 13,1938. 
The meeting on October 13, 1938, was adjourned to 
October 17,1938. 

On request of the Chairman, the Secretary read 
the minutes of the Special Meeting held on October 
10,1938, and the minutes of the two adjourned meet¬ 
ings on October 11, 1938 and October 13, 1938. On 
motion duly made and seconded and unanimously 
carried, the minutes as so read were approved. 

Reginald S. Laughlin, Counsel, stated that the 
Certificate of Amendment of the corporation’s Cer¬ 
tificate of Incorporation provided for the change in 
the company’s Class B stock from no par value stock 
to stock of the par value of $1.00 per share (the 
advisability of which amendment had been declared 
by the Board of Directors by resolution duly adopted 
at its meeting on September 23, 1938, and had been 
approved and adopted by the stockholders by resolu¬ 
tion duly adopted at their meeting on October 10, 
1938), had been duly filed with the Secretary of State 
of the State of Delaware on October 13, 1938, and a 
certified copy thereof had been duly filed for record¬ 
ing with the Recorder of Deeds of Newcastle County, 
Wilmington, Delaware, on October 13, 1938. Mr. 
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Laughlin advised that accordingly such amendment 
had been adopted and now was in effect. He presented 
to the meeting a copy of such Certificate of Amend¬ 
ment of Certificate of Incorporation, duly certified 
by the Secretary of State of the State of Delaware. 
On directions of the Chairman, such document was 
ordered filed as a part of the minutes of the meeting. 

Reginald S. Laughlin, counsel, stated that on Oc¬ 
tober 8, 1938, the Commissioner of Corporations of 
the State of California had issued a permit to this 
corporation, to become effective upon the filing of the 
Certificate of Amendment of the Certificate of In¬ 
corporation of this corporation in the office of the Sec¬ 
retary of State of the State of Delaware, pursuant to 
the laws of the State of Delaware, authorizing this 
corporation to make exchanges of its presently issued 
and outstanding Preferred, Class A and Class B 
stock, and to sell and issue an aggregate of not to ex¬ 
ceed 650 shares of the corporation’s Preferred stock 
as part consideration for the personal property to be 
obtained by this corporation from Dollar of Califor¬ 
nia pursuant to the provisions of paragraph 9 of the 
Adjustment Plan Agreement dated August 15,1938, 
between this corporation and various other parties. 
Mr. Laughlin advised that since such Certificate of 
Amendment of Certificate of Incorporation had been 
filed in the office of the Secretary of State of the State 
of Delaware, the permit so issued by the Commis¬ 
sioner of Corporations of the State of California had 
become effective. On directions of the Chairman, the 
certified copy of the permit presented to the meeting 
by Mr. Laughlin was ordered filed as a part of the 
records of the meeting. 
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Reginald S. Laughlin, counsel, advised that in 
view of the amendment to the corporation’s Certificate 
of Incorporation providing for the change in the cor¬ 
poration’s Class B stock from no par value stock to 
stock having a par value of $1.00 per share, it had be¬ 
come necessary to amend the form of stock certificates 
covering the corporation’s Preferred, Class A and 
Class B stock. Mr. Laughlin presented to the meeting 
three amended forms of certificates to cover the cor¬ 
poration’s Preferred, Class A and Class B stock, re¬ 
spectively. On motion duly made and seconded, and 
unanimously carried, it was: 

Resolved, that the amended forms of stock cer¬ 
tificates covering this corporation’s 5% non-cumu- 
lative Preferred Stock, Class A stock, and Class 
B stock, as presented to this meeting, which said 
forms of stock certificates hereby are ordered filed 
as a part of the minutes of this meeting, be and the 
same hereby are adopted as the forms of stock cer¬ 
tificates to be issued by this corporation to evidence 
said three classes of stock. 

Further Resolved, that Arthur B. Poole, Vice 
President be, and he hereby is authorized and di¬ 
rected to do all things necessary or proper to arrange 
with the Transfer Agent and Registrar of this com¬ 
pany’s stock for the proper use of said amended 
forms of stock certificates, and in such connection 
said Vice President be and he hereby is authorized 
and directed to execute and deliver, for and on behalf 
of this corporation, any written instruments and 
other writings that may be necessary and proper to 
effect such result. 
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The Chairman stated that in connection with the 
contemplated loans to the company from the United 
States Maritime Commission and Reconstruction 
Finance Corporation, in the respective amounts of 
$2,000,000 and $2,500,000, the company would be 
required to execute and deliver, among other things: 

(a) A blanket preferred mortgage to the United 
States of America (represented by the United States 
Maritime Commission), on certain of the company’s 
vessels as a supplemental indenture to existing and 
outstanding ship preferred mortgages on such ves¬ 
sels ; and also 

(b) A blanket preferred mortgage to the United 
States of America (represented by the United States 
Maritime Commission), and Reconstruction Finance 
Corporation on certain of the company’s vessels, to¬ 
gether with promissory notes payable to the United 
States of America and Reconstruction Finance Cor¬ 
poration, evidencing the indebtedness secured by such 
mortgage. 

The Chairman stated that the United States Mari¬ 
time Commission had submitted a form of blanket 
preferred mortgage as a supplemental indenture to 
existing and outstanding individual ship preferred 
mortgages on certain of the company’s vessels. On 
directions of the Chairman, such form of mortgage 
was presented to the meeting by the Secretary, and 
the same was discussed and considered by the Board. 
On motion of Mr. J. H. Jackson, seconded by Mr. A. 
B. Poole, and unanimously carried, the following 
resolution was adopted: 

Whereas, the United States Maritime Commission 
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and the Reconstruction Finance Corporation have 
agreed to make loans to this corporation, in the re¬ 
spective sums of $2,000,000 and $2,500,000, for the 
purposes and upon terms and conditions acceptable 
to this corporation, and, in order to meet and comply 
with said terms and conditions, it is necessary that 
this corporation execute and deliver, among other 
things, a blanket preferred mortgage on certain of 
its vessels to the United States of America, as a sup¬ 
plemental indenture to existing individual ship pre¬ 
ferred mortgages on said vessels, and to execute other 
instruments and do other acts and take other pro¬ 
ceedings in respect of said blanket preferred mort¬ 
gage, 

Now, Therefore, Be it Resolved, that Arthur B. 
Poole, Vice President, and D. T. Buckley, Secretary, 
be, and they hereby are authorized and directed to 
execute and deliver, for and on behalf of this corpo¬ 
ration, a blanket preferred mortgage to United States 
of America on the vessels, 

President Adams 
President Cleveland 
President Coolidge 
President Garfield 
President Harrison 
President Hayes 
President Lincoln 
President Monroe 
President Pierce 
President Polk 
President Taft 
President Van Buren 
President Wilson 
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as a supplemental indenture to individual preferred 
mortgages on said vessels, substantially in the form 
of the mortgage presented and read to the meeting, 
which said form of mortgage hereby is ordered filed 
as a part of the minutes of this meeting, and Arthur 
B. Poole, Vice President, be and he hereby similarly 
is authorized, directed and ordered to execute an 
affidavit of good faith to be attached to and be a part 
of said mortgage, and the proper officers of this cor¬ 
poration be and they hereby similarly are authorized 
and directed to do all of the other acts and take all 
other proceedings that may be necessary or proper 
to accomplish the due execution, delivery and recorda¬ 
tion of said mortgage. 

The Chairman stated that the United States Mari¬ 
time Commission and the RFC had submitted a 
form of blanket preferred mortgage to be executed 
and delivered by the company to secure the payment 
of the loans which it is contemplated will be made 
to the company by the United States Maritime Com¬ 
mission and the Reconstruction Finance Corporation. 
On directions of the Chairman, such form of mort¬ 
gage was presented to the meeting by the Secretary, 
and such instrument, and particularly the forms of 
notes to be given by the company to the United States 
of America and the Reconstruction Finance Corpo¬ 
ration as set forth in such instrument, were dis¬ 
cussed and considered by the Board. 

On motion of Mr. A. B. Poole, seconded by Mr. 
Grant H. Wren, and unanimously carried, the fol¬ 
lowing resolution was adopted: 

Whereas, the United States Maritime Commission 
and the Reconstruction Finance Corporation have 
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agreed to make loans to this corporation, in the re¬ 
spective sums of $2,000,000 and $2,500,000, for pur¬ 
poses and upon terms and conditions acceptable to 
this corporation, and in order, to meet and comply 
with said terms and conditions, it is necessary that 
this corporation execute and deliver, among other 
things, a blanket preferred mortgage on certain of its 
vessels to United States of America and to Recon¬ 
struction Finance Corporation, and to make and 
deliver certain promissory notes evidencing the in¬ 
debtedness secured by said mortgage, and to execute 
other instruments and do other acts and take other 
proceedings in respect of said mortgage, 

Now, Therefore, Be it Resolved, that Arthur B. 
Poole, Vice President, and J. A. Tognetti, Assistant 
Secretary, be and they hereby are authorized and 
directed to execute and deliver, for and on behalf of 
this corporation, a blanket preferred mortgage to 
United States of America and Reconstruction 
Finance Corporation on the vessels, 

President Adams 
President Cleveland 
President Coolidge 
President Garfield 
President Harrison 
President Hayes 
President Lincoln 
President Monroe 
President Pierce 
President Polk 
President Taft 
President Van Buren 
President Wilson, 
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substantially in the form of the mortgage presented 
to the meeting, which said form of mortgage hereby 
is ordered filed as a part of the minutes of this 
meeting, and Arthur P. Poole, Vice President, be 
and he hereby similarly is authorized, directed and 
ordered to execute an affidavit of good faith to be 
attached to and be a part of said mortgage. 

Further Resolved, that Arthur B. Poole, Vice 
President, and D. T. Buckley, Assistant Treasurer, 
be and they hereby are authorized and directed, for 
and on behalf of this corporation, to make, execute 
and deliver, and J. A. Tognetti, Assistant Secretary, 
be and he hereby similarly is authorized and directed 
to attest, a promissory note payable to United States 
of America, or order, evidencing the indebtedness se¬ 
cured by said mortgage, in the following form: 
***** 

Further Resolved, that the officers of this corpora¬ 
tion hereinbefore named in this resolution be and 
they hereby are authorized and directed, for and on 
behalf of this corporation, to do all other acts and 
take all other proceedings that may be necessary 
and proper to accomplish the due execution and de¬ 
livery of said mortgage and said notes, and the due 
recordation of said mortgage. 

Mr. Arthur B. Poole called the attention of the 
meeting to paragraph 14 of the Adjustment Plan 
Agreement of August 15, 1938, relating to the re¬ 
lease of R. Stanley Dollar and Dollar of California 
from liability under certain ship mortgage notes, and 
the requirement that such releases be effected in 
such manner as to preserve and protect the liability 
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of this company under such notes and the mortgages 
securing such notes. Mr. Poole stated that in con¬ 
nection with this matter it was proposed that prior 
to such releases of R. Stanley Dollar and Dollar of 
California being given, each of such notes would first 
be duly endorsed in blank by this company. At the re¬ 
quest of Mr. Poole, the Secretary presented a form of 
agreement relating to these matters which had been 
prepared for execution by this company and the 
United States Maritime Commission, and the same 
was discussed and considered by the Board. 

On motion of Mr. P. E. Hoover, seconded by Mr. 
A. B. Poole, and unanimously carried by the affirma¬ 
tive votes of all members of the Board except R. 
Stanley Dollar who did not vote or participate in the 
discussions, the following resolution was adopted: 

Resolved, that Arthur B. Poole, Vice President, 
and D. T. Buckley, Secretary, be and they hereby are 
authorized and directed to execute and deliver, for 
and on behalf of this corporation, an agreement with 
the United States Maritime Commission relating to 
the release of R. Stanley Dollar and Dollar of Cali¬ 
fornia from liability under certain ship mortgage 
notes, in the form of the agreement presented to this 
meeting, which said form of agreement hereby is 
ordered filed as a part of the minutes of this meeting. 

Further Resolved, that this corporation hereby ex¬ 
pressly acknowledges liability for the payment of all 
unpaid balances, both principal and interest, on each 
of the ship mortgage notes described in said agree¬ 
ment 

Further Resolved, that Arthur B. Poole, Treas- 
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urer, be and he hereby is authorized and directed, on 
the date of the execution and delivery of said agree¬ 
ment, but prior to such execution and delivery, to 
endorse in blank, for and on behalf of this corpora¬ 
tion, each of the ship mortgage notes described in 
said agreement. 

Mr. Arthur B. Poole and Mr. D. T. Buckley pre¬ 
sented to the meeting copies of various documents 
and instruments which, among others, they had ex¬ 
ecuted, or proposed to execute, for and on behalf of 
this corporation, under the authority and directions 
of the resolutions adopted by the Board on August 

8.1938, and August 12,1938. Each of such documents 
and instructions was discussed and considered by the 
Board, and on motion of Mr. G. H. Wren, seconded by 
Mr. J. H. Jackson, and unanimously carried, the fol¬ 
lowing resolution was adopted: 

Whereas, Arthur B. Poole, Vice President, and 
D. T. Buckley, Secretary, by resolutions of this 
Board, duly adopted on August 8, 1938, and August 

12.1938, were duly authorized to do all of the things 
and take all of the steps, acts and proceedings, and 
execute and deliver all certificates, documents, in¬ 
struments and writings, that this corporation may 
legally do, take or execute and deliver, and that may 
be necessary or proper on the part of this corpora¬ 
tion to accomplish or facilitate the consummation of 
the transactions and deeds referred to and set forth 
in that certain “Agreement Respecting Adjustment 
Plan of Dollar Steamship Lines, Inc., Ltd., 7 ’ dated 
August 15, 1938, and that certain “Supplemental 
Agreement Respecting Adjustment Plan of Dollar 
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Steamship Lines, Inc., Ltd.,” dated August 19,1938; 
and 

Whereas, acting under and pursuant to such 
authority, said Arthur E. Poole and D. T. Buckley 
have executed or propose to execute and deliver the 
following documents and instruments, among others, 
for and on behalf of this corporation: 

1. Escrow instructions to American Trust Com¬ 
pany, San Francisco, listing and setting forth various 
certificates, instruments and documents to be received 
and held by the escrow holder, and containing di¬ 
rections respecting the acts and proceedings to be 
had in connection therewith; 

2. Letter to American Trust Company as escrow 
holder interposing no objections to the escrow holder 
making deliveries and otherwise proceeding as pro¬ 
vided in said escrow instructions; 

3. Agreement between Dollar of California, Rob¬ 
ert Dollar Co. and this corporation providing for 
the termination and cancellation of the management 
agreement dated June 23, 1926, in accordance with 
paragraph 7 of the Adjustment Agreement; 

4. Two separate indentures referring, respectively, 
to leases of the following premises, wherein Robert 
Dollar Co. is lessee: Los Angeles, Passenger Office, 
514 West Sixth Street, and New York Passenger 
Office, 604 Fifth Avenue, and providing for the as¬ 
signment of said leases by Robert Dollar Co. to this 
corporation in accordance with paragraph 8 of the 
Adjustment Agreement, and further providing that 
this corporation will take over and assume said leases 
in accordance with the provisions of said paragraph 8. 
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5. Agreement between this corporation and Robert 
Dollar Co. providing for the assignment of the lease 
for space in the Robert Dollar Building, San Fran¬ 
cisco, between Robert Dollar Co. and the owners of 
said building, dated April 1, 1937, as modified, and 
for the assumption of said lease, as modified, by this 
corporation; 

6. Escrow instructions from this corporation, the 
Commission, R. Stanley Dollar and Dollar of Cali¬ 
fornia to American Trust Company, as escrow holder, 
authorizing and directing the escrow holder to hold 
certain ship mortgage notes referred to therein (after 
said notes have been endorsed in blank by the Treas* 
urer of this corporation and after endorsements have 
been made on said notes to evidence release of liability 
of R. Stanley Dollar and Dollar of California from 
liability under said notes), and to make the same 
available for inspection, upon directions of this cor¬ 
poration, the Commission, R. Stanley Dollar or Dol¬ 
lar of California, to any parties, court, commissions, 
or other group or bodies designated in such direc¬ 
tions; provided, that when the escrow holder has 
been advised by the Commission that said note has 
been paid it will surrender such paid note to this 
corporation; 

7. Mutual release of this corporation and R. Stan¬ 
ley Dollar of and from all claims based upon past 
transactions; 

8. Mutual release of this corporation and H. M. 
Lorber of and from all claims based upon past 
transactions; 

9. Supplemental indenture between this corpora- 
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tion and the Commission extending the mortgage in¬ 
debtedness (First Mortgage) on the vessels President 
Fillmore and President Johnson; 

10. Supplemental indenture between this corpora¬ 
tion and the Anglo Bank extending the mortgage in¬ 
debtedness (Second Mortgage) on the vessels Presi¬ 
dent Fillmore and President Johnson; 

11. Supplemental indenture between this corpora¬ 
tion and Dollar of California and Dollar Wharf & 
Warehouse Company extending the mortgage in¬ 
debtedness (Third Mortgage) on the vessels Presi¬ 
dent Fillmore and President Johnson; 

12. Agreement between the Anglo Bank and this 
corporation modifying the agreement between them, 
dated September 17,1938, so as to provide that each 
of the dates in the amortization schedule set forth in 
paragraph 1 of said agreement of January 17, 1938, 
will be set forward six (6) months, and so as to fur¬ 
ther set forth and provide the terms and conditions 
under which this corporation shall be obliged to make, 
and the Anglo Bank shall have the right to be paid, 
payments on account of the indebtedness referred to 
in said agreement; 

13. Agreement between this corporation and Dol¬ 
lar of California respecting the $35,000, cash payment 
to be made by this corporation as part consideration 
for certain personal property to be acquired by this 
corporation from Dollar of California; 

and 

Whereas, each of the above-listed documents and 
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instruments have been presented to and considered 
by this Board; and 

Whereas, counsel for this corporation has reported 
that such documents and instruments, and each 
thereof, have been examined by him, and it is his 
opinion that the same are proper, both in form and 
substance, for the purpose of carrying into effect the 
terms and provisions of the Adjustment Plan Agree¬ 
ment of August 15,1938 (as supplemented by the Sup¬ 
plemental Agreement of August 19,1938); 

Now, Therefore, Be it Resolved, that the copies of 
the above-listed documents and instruments presented 
to this Board hereby are ordered filed as a part of the 
minutes of this meeting; 

Further Resolved, that this Board hereby declares 
that such documents and instruments, and each 
thereof, is in form and substance satisfactory and 
acceptable to this Board; 

Further Resolved, that the action of Arthur B. 
Poole, Vice President, and D. T. Buckley, Secretary, 
in executing, for and on behalf of this corporation, 
certain of the above-listed documents and instru¬ 
ments, be and the same hereby is approved, ratified 
and confirmed, and the proposal of Arthur B. Poole 
and D. T. Buckley to hereafter execute and deliver, 
for and on behalf of this corporation, certain of the 
above-listed documents and instruments, be and the 
same hereby is approved; 

Further Resolved, that this resolution shall not 
constitute and shall not be deemed to constitute any 
limitation upon the authority heretofore given to or 
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vested in said Arthur B. Poole and D. T. Buckley, 
or any other officers of this corporation, by resolu¬ 
tions of this Board, or otherwise, to execute and de¬ 
liver any other or additional certificates, documents, 
instruments or writings, necessary or proper in con¬ 
nection with said Adjustment Plan, and nothing in 
this resolution shall in any way or to any extent limit 
the authority vested in said Arthur B. Poole and D. T. 
Buckley by said resolutions adopted by this Board 
on August 8, 1938, and August 12, 1938, but said 
authority hereby is confirmed and all acts and pro¬ 
ceedings taken by them, or either of them, under and 
pursuant to said resolutions, hereby are confirmed. 

Thereupon, on motion duly made and seconded, 
and unanimously carried, it was: 

Resolved, that this meeting be and the same hereby 
is declared adjourned, to reconvene at the same time 
and place, at 3:30 p.m. on Tuesday, October 18,1938. 

Thereupon the meeting adjourned. 

/s/ D. T. BUCKLEY, 

Secretary. 


Mr. Harrison: 

We next offer Document 2-A-27, being the company 
minutes of October 24, 1938. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 166. 

(Company minutes of October 24,1938, here¬ 
tofore referred to as Document No. 2-A-27, was 
accordingly marked and received in evidence as 
Plaintiffs’ Exhibit No. 166.) 
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[Plaintiffs 7 Exhibit 166 reads in part as 
follows:] 

MINUTES OF SPECIAL MEETING OF 
BOARD OF DIRECTORS 

* * * * * 

Reginald S. Laughlin, counsel, advised that in 
connection with the Adjustment Plan referred to 
in that certain “Agreement Respecting Adjustment 
Plan of Dollar Steamship Lines Inc., Ltd., 77 dated 
August 15, 1938, and in connection with the loans 
to this corporation which have been authorized by 
the resolution of the Board of Directors of the 
Reconstruction Finance Corporation dated June 4, 
1938, as amended, and the resolution adopted by 
the United States Maritime Commission on October 
12, 1938, as amended, the Reconstruction Finance 
Corporation and the United States Maritime Com¬ 
mission required this corporation to execute and 
deliver various agreements, authorizations, ap¬ 
provals, consents, etc. Thereupon Mr. Laughlin pre¬ 
sented to the meeting forms of various documents, 
instruments and writings that had been prepared 
for the purposes of meeting and complying with 
such requirements, and stated that in his opinion 
they were in proper form for such purpose. 

Such documents, instruments and writings were 
considered and discussed by the Board, and upon 
motion of J. Hugh Jackson, seconded by Arthur B. 
Poole and unanimously carried, the following reso¬ 
lutions were adopted: 



1391 


vs. Emory S. Land , et al 

Mr. Harrison: And there we find again that 
Mr. Reginald S. Laughlin, counsel, advised in con¬ 
nection with the adjustment plan, and with various 
documents to be executed in pursuance therewith, 
indicating that they had been prepared either by 
or for Mr. Laughlin. 

He called attention to the requirements of the 
United States Maritime Commission with reference 
to the form of escrow instructions. He called the 
attention of the meeting to the fact that resolu¬ 
tions theretofore adopted by the Board appointing 
transfer agents and registrar, were inadequate, and 
recommended changes in connection therewith, and 
the minutes contain otherwise further details in 
connection with the carrying of the adjustment plan 
into effect. 

We next offer the document 2-A-28, being the 
stockholders’ meeting of Dollar of Delaware for 
October 10, 1938, but before doing so, we will ask 
to introduce from the stipulation article 2, para¬ 
graph A, subdivision 2, at page 4, commencing at 
line 15, as follows: 

“Certain documents are photostatic copies [1105] 
the minutes of certain stockholders’ meetings of 
Dollar of Delaware, as follows: 

October 10, 1938—Document 2-A-28. 

October 11, 1938—Document 2-A-29. 

October 13, 1938—Document 2-A-30. 

October 17, 1938—Document 2-A-31. 

November 18,1938—Document 2-A-32.” 
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And we will now ask that Document 2-A-28, the 
minutes of the stockholders’ meeting of Dollar of 
Delaware for October 10, 1938, be admitted in 
evidence. 

Mr. Siegel: May I ask, Mr. Harrison, for what 
purpose the document is offered? 

Mr. Harrison: The purpose of the whole series 
of documents, including this one at this point, is 
to show the proceedings leading up to and involving 
the actual performance of this plan, and they will 
show, among other things, that even throughout 
this entire period the evidence will support the 
contention of the plaintiffs concerning the interpre¬ 
tation of the agreement; we will show that at no 
time during these proceedings was it ever indicated 
that it was anything but what the plaintiffs con¬ 
tend; we will show whatever inference should prop¬ 
erly be drawn from the failure of the Maritime 
Commission representatives to otherwise advise. 

And this last document is the document in which 
the stockholders of the company approve [1106] 
and ratify the transactions carried out by the officers 
and directors of the corporation. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 167. 

(Minutes of Dollar of Delaware dated Octo¬ 
ber 10, 1938, heretofore referred to as Docu¬ 
ment 2-A-28, was accordingly marked and re¬ 
ceived in evidence as Plaintiffs’ Exhibit No. 
167.) 
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[Plaintiffs’ Exhibit 167 reads in part as 
follows:] 

SPECIAL MEETING OP STOCKHOLDERS 

A special meeting of the stockholders of Dollar 
Steamship Lines Inc., Ltd., a Delaware corpora¬ 
tion, was held at the office of the corporation, 311 
California Street, San Francisco, California, on the 
10th day of October, 1938, at 9:30 o’clock A.M. 

Mr. R. Stanley Dollar, President, presided at the 
meeting, acting as Chairman, and Mr. D. T. Buck- 
ley, Secretary of the corporation, was Secretary as 
provided by the By Laws. 

The Secretary presented and read the notice of 
the meeting, which was ordered filed as part of the 
record of the meeting. 

The Secretary presented an affidavit, duly signed 
and sworn to by himself, showing that notice of 
the meeting had been mailed to each stockholder 
and addressed to such stockholder at the address 
given by him to the corporation, postage prepaid, 
as required by the By Laws of the corporation. 

The Stock Ledger of the corporation was pro¬ 
duced and remained during the meeting open to 
inspection. 

The Secretary presented the alphabetical list, re¬ 
quired by statute, of the stockholders entitled to 
vote at the meeting. Upon call of the list and in¬ 
spection of proxies it was found that there were 
present in person stockholders of the corporation 
holding 70,761 shares of stock, and represented by 
proxy stockholders of the corporation holding 
2,145,005 shares of stock, being more than a ma- 
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jority of the total number of shares outstanding 
and entitled to vote. 

The proxies were filed with the Secretary. 

Thereupon, the Chairman announced that legal 
notice of the meeting had been given, that a quorum 
was present and that the meeting was now regularly 
and lawfully convened and ready to transact busi¬ 
ness. 

* * * * * 

The Chairman stated that at a Special meeting 
of the Board of Directors held on August 8th, 1938, 
the Board had approved and authorized Mr. A. B. 
Poole, Vice President, and D. T. Buckley, Secre¬ 
tary, to execute and deliver a certain “ Agreement 
Respecting Adjustment Plan of Dollar Steamship 
Lines Inc., Ltd.”, and at a special meeting of the 
Board held on August 12, 1938, it had approved 
and authorized the execution by Mr. A. B. Poole as 
Vice President and Mr. D. T. Buckley as Secretary 
of a certain “Supplemental Agreement Respecting 
Adjustment Plan of Dollar Steamship Lines Inc., 
Ltd.” 

At the direction of the Chairman the Secretary 
thereupon read to the meeting such two agreements 
and also that portion of the minutes of the meeting 
of the Board of Directors held on August 8th per¬ 
taining to the approval of this Agreement, and also 
that portion of the minutes of the meeting of the 
special meeting of the Board of Directors held on 
August 12th approving and authorizing the execu¬ 
tion of “Supplemental Agreement Respecting Ad¬ 
justment Plan of Dollar Steamship Lines Inc., 
Ltd.” 
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The Chairman then stated that one of the stated 
purposes of the meeting was to consider and take 
action upon matters and transactions relating to 
such two agreements and if the action had and 
taken by the Board of Directors met with the 
approval of the stockholders, that a resolution on 
the subject would be in order. 

Thereupon, on motion of Mr. Keith R. Ferguson, 
seconded by Mr. M. Thompson, the following reso¬ 
lution was proposed: 

Resolved: That the action taken by the Board of 
Directors of this corporation at a special meeting 
thereof held on the 8th day of August, 1938, in 
authorizing and directing Arthur B. Poole, as Vice 
President, and D. T. Buckley, as Secretary, to 
execute and deliver, for and on behalf of this cor¬ 
poration, a certain “Agreement Respecting Adjust¬ 
ment Plan of Dollar Steamship Lines Inc., Ltd.”, 
between this corporation and various other parties, 
and in authorizing and directing said Vice Presi¬ 
dent and Secretary to do all of the things and take 
all of the steps, acts and proceedings, and execute 
and deliver all certificates, documents, instruments 
and writings, that it may legally do, take or execute 
and deliver, and that may be necessary or proper 
on behalf of this corporation to accomplish or 
facilitate the consummation of the transactions and 
deeds referred to and set forth in said “Agreement 
Respecting Adjustment Plan of Dollar Steamship 
Lines Inc., Ltd.”; and the action taken by the 
Board of Directors of this corporation at a special 
meeting thereof held on the 12th day of August, 
1938, authorizing and directing Arthur B. Poole, 
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as Vice President, and D. T. Buckley, as Secretary, 
to execute and deliver for and on behalf of this 
corporation, a certain “Supplemental Agreement 
Respecting Adjustment Plan of Dollar Steamship 
Lines Inc., Ltd.”, between this corporation and 
various other parties; and the action of said Vice 
President and Secretary in so executing and de¬ 
livering said “Agreement Respecting Adjustment 
Plan of Dollar Steamship Lines Inc., Ltd.” under 
date of August 15, 1938, and in so executing and 
delivering said “Supplemental Agreement Respect¬ 
ing Adjustment Plan of Dollar Steamship Lines 
Inc., Ltd.”, under date of August 19, 1938, be 
and the same hereby are in all respects adopted, 
ratified, approved and confirmed. 

The Chairman thereupon stated that the resolu¬ 
tion had been regularly proposed and seconded, and 
that in accordance with the provisions of the sta¬ 
tutes of the State of Delaware, ballot in writing 
would be had on the proposal. 

Ballot having been duly had, the Judges reported 
that on the proposal to approve and confirm the 
action of the Board of Directors in executing and 
delivering for and on behalf of this corporation 
“Agreement Respecting Adjustment Plan of Dollar 
Steamship Lines Inc., Ltd.”, dated August 15, 1938, 
and in executing and delivering “Supplemental 
Agreement Respecting Adjustment Plan of Dollar 
Steamship Lines Inc., Ltd”, under date of August 
19, 1938, 2,215,631 votes had been voted in favor of 
the proposal, said affirmative votes representing 
more than a majority in number of the issued and 
outstanding shares of the corporation having voting 
powers. 
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Accordingly, the Judges presented their certifi¬ 
cate, and the Chairman thereupon declared the 
resolution adopted, and the Secretary was directed 
to file the original certificate of the Judges with the 
minutes of the meeting. 

* * * * * 


* * * * * 

Mr. Harrison: Now we pass on to the stipula¬ 
tion, article 16, paragraph 5, appearing at page 
104, line 27. 

* * * * * 

Mr. Harrison (Reading): 

‘‘On October 27, 1938, R. Stanley Dollar resigned 
as a director and president of Dollar of Delaware, 
and has not since been an officer or director. On 
the same day H. M. Lorber resigned as vice presi¬ 
dent and Charles King resigned as executive vice 
president, a position that the latter had occupied 
since Dollar of Delaware began operations in 1929; 
and they have not thereafter been officers.” 

At this time we wish to offer Document 2-A-32, 
Dollar of Delaware stockholders 7 meeting minutes 
for November 18, 1938. 

The Deputy Clerk: Plaintiffs 7 Exhibit No. 168. 

(Dollar of Delaware minutes dated [1109] 
November 18, 1938, heretofore referred to as 
Document No. 2-A-32, was accordingly marked 
and received in evidence as Plaintiffs 7 Exhibit 
No. 168.) 

The Court: Is that document in support of the 
stipulation? 
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Mr. Harrison: Yes, Your Honor. 

The document is numbered in the stipulation, 
2-A-32. 

This was a special meeting of the stockholders, Dol¬ 
lar Steamship Lines, Inc., Ltd., and held at the office 
of the corporation, on November 18, 1938, and that 
portion which we particularly wish to call the Court’s 
attention to is on the fifth sheet of the exhibit: 

“The chairman made a report to the meeting re¬ 
garding the acts and transactions of the officers and 
directors of the corporation done, taken or entered 
into on or prior to October 26, 1938, in connection 
with the consummation of the ‘Agreement Respect¬ 
ing Adjustment Plan of Dollar Steamship Lines 
Inc., Ltd.’, dated August 15, 1938, and the Supple¬ 
mental Agreement dated August 19,1938; and in con¬ 
nection with the loans obtained by this corporation 
from the Reconstruction Finance Corporation and 
the United States Maritime Commission in the re¬ 
spective sums of $2,500,000.00 and $2,000,000.00. 
Thereupon the adoption of the following resolution 
was moved by Mr. Wm. Baumgarten and seconded 
by Mr. James Parker: 

“Resolved, that the action of Arthur B. Poole, as 
Vice-President, D. T. Buckley, as Secretary or As¬ 
sistant Treasurer, and J. A Tognetti, as Assistant 
Secretary, in executing and delivering, for and on 
behalf of this corporation, on and prior to October 
26,1938, the instruments and documents hereinafter 
listed and described in connection with the Adjust¬ 
ment Plan referred to in that certain ‘Agreement Re¬ 
specting Adjustment Plan of Dollar Steamship Lines 
Inc., Ltd. 7 dated August 15, 1938, and that certain 
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‘Supplemental Agreement Respecting Adjustment 
Plan of Dollar Steamship Lines Inc., Ltd.’, dated 
August 19,1938, and in connection with the loans to 
Dollar Steamship Lines Inc., Ltd., authorized by- 
resolution adopted by the Board of Directors of Re¬ 
construction Finance Corporation on June 4, 1938, 
as amended, and the resolution adopted by the United 
States Maritime Commission on September 7, 1938, 
as amended, be and the same hereby are ratified, ap¬ 
proved and confirmed. Said instruments and docu¬ 
ments are as follows:” 

They then proceed to enumerate the operating-dif¬ 
ferential subsidy agreement dated October 6, 1938, 
and the blanket preferred mortgage dated October 

24.1938, and a second blanket preferred mort- [1111] 
gage dated October 24,1938, and a third supplemental 
indenture to preferred mortgage dated April 22,1930, 
involving the vessel President Johnson and to 
blanket preferred mortgage dated May 6,1930, on the 
vessels President Johnson and President Fillmore; 
a supplemental indenture to blanket preferred mort¬ 
gage dated January 18, 1938, on the Steamships 
President Johnson and President Fillmore; and a 
further supplemental indenture to the same instru¬ 
ment ; and a promissory note of Dollar of Delaware to 
R. F. C. for $2,500,000; a promissory note of the same 
company to the Maritime Commission for $2,000,000; 
the “agreement between Dollar of Delaware and the 
United States Maritime Co mmis sion, dated October 

26.1938, relating to the release of R. Stanley Dollar 
and Dollar Steamship Line (California) from liabil¬ 
ity under certain ship mortgage notes listed and de¬ 
scribed in such agreement; also relating to endorse- 
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ment in blank of such notes by Dollar Steamship 
Lines Inc., Ltd., and the assumption and confirma¬ 
tion of liability under such notes by Dollar Steam¬ 
ship Lines Inc., Ltd.;” the escrow instructions ad¬ 
dressed to American Trust Company by Dollar 
Steamship Line (California), Dollar Steamship 
Lines Inc., Ltd. and the United States Maritime 
Commission, dated October 26, 1938; the mutual re¬ 
lease between Dollar Steamship Lines Inc., Ltd. and 

R. Stanley Dollar, dated October 26,1938; and other 
% 

documents. 

And it points to the fact that in the ballot- [1112] 
ing by the Judges’ certificate, attached to the instru¬ 
ment, that the resolution was carried by a vote by 
proxy representing 2,179,990 shares of “B” stock of 
the corporation, all of which then stood in the name 
of the United States Maritime Commission. 

The Court: The relevancy of this is merely the 
implication of the agreement which was had before¬ 
hand? 

Mr. Harrison: It is showing, if Your Honor 
please, that these instruments were ratified by the 
United States Maritime Commission, which stood on 
both sides of the transaction at that time. 

The Court: But do you raise the point that, as¬ 
suming that the Maritime Commission held the stock 
as collateral, with voting rights, they could do this 
perfectly well? 

Mr. Harrison: Yes, we don’t question their right 
to do that. 

The Court: That is why I raised the question of 
relevancy. 
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Mr. Harrison: It is only in carrying out and con¬ 
summating the plan. 

The Court: Is there anything in this that would 
lend color to any interpretation of the agreement? 

Mr. Harrison: Yes, Your Honor. We offer in sup¬ 
port of the contention, which we will argue and have 
referred to several times in that very proceed- [1113] 
ing, in that particular meeting, you will find that the 
release of the joint obligors appears as one of the 
transactions which was ratified, releasing certain of 
the obligors from liability to sureties but not the 
principal, and it would be in part the foundation for 
our argument that the principal debtor, having re¬ 
ceived no reduction in the debt which the principal 
debtor owed, the contract must of necessity be treated 
as one by their pledge. 

May we refer to stipulation article 8, paragraph 2, 
appearing on page 71, line 2: 

“On October 26,1938, each of the unpaid 502 and 
535 ship sale notes and 502 reconstruction notes was 
endorsed in blank as follows: 

“Dollar Steamship Lines, Inc., Ltd., 

“Arthur B. Poole, Treasurer. 

“On the same day each of said notes was rubber- 
stamped with the legend: 

“ 'All liability of R. Stanley Dollar and Dollar 
Steamship Line, a California corporation, or either 
of them, under the within instrument, Las been duly 
released, but the undersigned expressly reserves all 
rights against Dollar Steamship Lines, Inc., Ltd., for 
its liability under the within instrument and under 
the assumption of liability agreements executed by 
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Dollar Steamship Lines, Inc., Ltd., under [1114] 
date of September 16, 1929, and Dollar Steamship 
Lines, Inc., Ltd., has duly consented to remain bound 
notwithstanding the foregoing release of R. Stanley 
Dollar and Dollar Steamship Line. 

“ ‘United States of America. 

“ ‘By United States Maritime Commission. 

“ ‘By Reginald S. Laughlin, Special Counsel.’ ” 

The Court: This is offered for the same purpose? 

Mr. Harrison: Yes, Your Honor. 

The Court: In other words, by repetition, to show 
that the transaction between the parties as concerns 
the stock was a pledge rather than an out transfer? 

Mr. Harrison: Yes, sir. 

The Court: Because of the fact that nothing was 
credited to the debtor corporations in the reduction 
of the loan? 

Mr. Harrison: That is correct 

The Court: All right. 

Mr. Harrison: We now offer that part of the stip¬ 
ulation, consisting of article 2, paragraph 0, subdi¬ 
vision 2, section C, beginning at line 15, on page 26 of 
the stipulation: 

“Each numbered and/or lettered document ap¬ 
pearing on pages 94 to 306, both inclusive, and pages 
313 to 346, both inclusive, of said Exhibit F, is a true 
copy of the resolution, memorandum, agree- [1115] 
ment, escrow instruction, release, lease assignment, 
certification, receipt, mortgage, indenture, promis¬ 
sory note, letter, attachments to any of the foregoing, 
or other instrument, of which such document pur¬ 
ports to be a copy, and was duly signed, executed. 
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approved, or adopted, as it purports to be, on the 
date and by the party or parties as recited therein.” 

And on the basis of that provision in the stipula¬ 
tion, we wish to offer Document VIII-C, at page 
248 of the second blue book, as it has been so desig¬ 
nated herein, being the agreement dated October 26, 
1938, between Dollar of Delaware and the United 
States Maritime Commission, wherein and whereby 
the Dollar of Delaware and the Commission each re¬ 
leased R. Stanley Dollar and Dollar of California 
from all liabilities to makers, co-makers, guarantors, 
or endorsers of the ship mortgage notes covering the 
steamships named therein and which have been here¬ 
tofore referred to. 

And also provided that Dollar of Delaware should 
not be given any credit on the said notes for the 
principal or interest thereof by reason of the stock 
transfers or any other consideration that may be 
received by the Commission under the terms of the 
adjustment plan. 

We now wish to offer that portion of stipulation 
article 2, paragraph I, subdivision 3, .appearing at 
line 30 of page 19, as follows: 

“No subsidy was earned by Dollar of Dela- [1116] 
ware (under that name or as American President 
Lines, Ltd.) under the Operating Differential Sub¬ 
sidy Agreement dated October 6, 1938 after March 
1942. The ships covered by the said subsidy agree¬ 
ment as effective October 26, 1938, were the Presi¬ 
dents Wilson, Lincoln, Cleveland, Taft, Pierce, Gar¬ 
field, Polk, Harrison, Coolidge, Hayes, Van Buren, 
Adams and Monroe. No subsidy ever accrued or was 
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paid on the Presidents Wilson or Lincoln. The Presi¬ 
dents Cleveland, Taft and Pierce ceased to earn sub¬ 
sidy on June 30,1941. The President Garfield ceased 
to earn subsidy on September 6, 1941, the President 
Polk on December 6, 1941, the President Harrison 
on December 8, 1941, the President Coolidge on De¬ 
cember 31, 1941, the President Hayes on January 9, 
1942, the President Van Buren on February 9,1942, 
the President Adams on March 4,1942, and the Pres¬ 
ident Monroe on March 12, 1942.” 

The Court: The relevancy? 

Mr. Harrison: The relevancy, if Your Honor 
please, is the fact that in the answer of defendants 
they have, by virtue of their pleadings, given notice 
of two matters by way of defense which it is neces¬ 
sary for us to meet at this time because we may not 
have occasion to meet it in rebuttal. 

One of those is the so-called plea of estoppel [1117] 
and the other is a plea that as part of the considera¬ 
tion for the adjustment plan a subsidy agreement was 
granted. 

It is therefore necessary for us to show the extent, 
if any, of the advantage or benefit obtained by the 
company as a result of the agreement 

It is no part of our affirmative pleading, but is nec¬ 
essary. 

The Court: Why not leave it this way: It is no 
part of the affirmative case, and reserve the right to 
present that if it should become necessary to do so. 

Mr. Harrison: Very well, Your Honor. 

Mr. MacGuineas: Then that paragraph is not now 
in evidence? 
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The Court: That is right. 

Mr. Harrison: We will ask, then, to note in the 
record that we ask to make the same reservation con¬ 
cerning the five-year subsidy agreement which we 
would otherwise have offered in support of this evi¬ 
dence. 

The remaining matters which we are about to in¬ 
troduce, may it please the Court, are likewise of some¬ 
what the same character, but we think must be intro¬ 
duced on the affirmative case, although it has not been 
mentioned so far, and that is a plea of the statute of 
limitations which is contained in the answer of the 
defendants, and as to that we think we are compelled 
to present what we have now. [1118] 

The Court: Are you raising the statute of limita¬ 
tions question? Are you actually pleading the statute 
of limitations? 

Mr. Siegel: If Your Honor please, we have pleaded 
the defense, but we shall not only present a request as 
far as we can for a decision on the merits, but we 
have raised the point of the statute of limitations as 
a method of emphasizing what we think to be the 
case, that this action was brought many years after 
the transaction occurred in the light of changed cir¬ 
cumstances brought about by the war and the in¬ 
creased value of the stock. But it will be our request 
insofar as we are in a position to do so that the 
Court render a decision on the merits. 

If that decision should be favorable to the Govern¬ 
ment, we would suggest as a technical matter that the 
affirmative defenses are also sound. 

The Court: Well, can I take it from what you 
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have said that you are waiving the defense of the 
statute? 

Mr. Siegel: W e have not waived the defense. Tour 
Honor. We present it. We will invite the Court to 
decide the matter on the merits, and we think upon 
examination of the merits and the claim of the statute 
of limitations, that Your Honor may also believe 
that is a sound defense. I do not urge it now. 

The Court: Well, if you plead the statute [1119] 
of limitations, that is an affirmative defense and it 
ends the action if the case should be decided in your 
favor on that basis. However, if you invite my atten¬ 
tion to the fact that you would rather have the case 
tried on the merits, I will treat that invitation as an 
indication upon the part of the Government that it 
is waiving the statute of limitations. 

Mr. Siegel: Your Honor, I cannot go that far. 
But I wish to say that the Government does not want 
to take the position in a case of this character of ask¬ 
ing the Court to foreclose inquiry on the merits. 
Counsel has said that he specifically seeks to avoid 
the charge of bad faith or any issue which raises the 
integrity or motive of the officials of the Government. 
In our view, that is the fundamental issue in the case, 
and we would not wish to be in the position of appear¬ 
ing to foreclose from inquiry on the merits of such a 
question. 

The Court: Let me raise this point, then: There 
has been testimony by Mr. Dollar upon the stand that 
he never discovered as a fact that the indebtedness 
on the lines had been paid until 1945. 

Mr. Siegel: That is correct, Your Honor. 

The Court: And that he had made inquiry on oc- 







vs. Emory S. Land, et al 


1407 


casions, at least once or twice, as I recall his testi¬ 
mony, as to what the status of the situation was and 
received no reply of any character. [1120] 

Mr. Siegel: He so testified. Your Honor. The stip¬ 
ulation is directly to the contrary, however. 

The Court: Well, I am merely indicating that now 
as my recollection of the testimony, and to give you 
the posture of the evidence as it relates to the ques¬ 
tion you are raising with reference to the statute of 
limitations. 

Mr. Siegel: That is correct, and I do not wish the 
Government to appear to be taking a technical de¬ 
fense to this case. 

I do not feel authorized to waive that defense, but 
we will rest our case on the merits of this case. 

However, Your Honor, you may conclude possibly 
to rest the decision, should it be in favor of the Gov¬ 
ernment on the merits, on the alternative ground that 
the statute also has applied, and that is a question 
which we will raise in subsequent argument. 

The Court: On that basis, then you may present 
your evidence. 

Mr. Harrison: We wish to refer to stipulation 
article 2, paragraph E, subdivision 3, at page 9, 
line 21. 

Well, we will have to go back a little further, may 
it please the Court, to page 8, paragraph E, subdivi¬ 
sion 1: 

“The following documents listed in this subdivi¬ 
sion 1 of paragraph E are true and correct copies 
of certain minutes of meetings of the Board [1121] 
of Directors of American President Lines, Ltd., as 
follows: 
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And I then ask the reporter to insert in the record 
the list of meeting dates and documents, without 
reading them now. 

“April 6, 1939—Document 2-E-l 
May 1, 1939—Document 2-E-2. 

July 27,1939—Document 2-E-3 
November 22, 1939—Document 2-E-4 
March 14,1940—Document 2-E-5 
April 12,1940—Document 2-E-6 
July 11,1940—Document 2-E-7 
July 25,1940—Document 2-E-8 
August 8,1940—Document 2-E-9 
August 22,1940—Document 2-E-10 
September 26, 1940—Document 2-E-ll 
December 13,1940—Document 2-E-12 
May 8, 1941—Document 2-E-13 
May 14, 1942—Document 2-E-14 
May 28,1942—Document 2-E-15 
March 3,1943—Document 2-E-16 
March 11, 1943—Document 2-E-17 
August 12, 1943—Document 2-E-18 
September 9,1943—Document 2-E-19 
December 23, 1943—Document 2-E-20 
January 27, 1944—Document 2-E-21 [1122] 
February 10,1944—Document 2-E-22 
May 2,1944—Document 2-E-23 
May 26, 1944—Document 2-E-24 
June 8,1944—Document 2-E-25 
March 5, 1945—Document 2-E-26 
March 22,1945—Document 2-E-27” 


And on line 12, page 9, paragraph 2: 

“The following documents are true copies of min- 
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utes of stockholders’ meetings of Am erican Presi¬ 
dent Lines, Ltd., as follows:” 

May I ask the reporter again to insert the dates of 
the meetings and the numbers of documents? 

“ January 20, 1939—Document 2-E-28 

April 19,1939—Document 2-E-29 

March 4,1940—Document 2-E-30 

September 12, 1940—Document 2-E-31 

April 6, 1942—Document 2-E-32” 

And beginning on line 21 of page 9, paragraph 3: 

“Said Documents 2-E-l to 2-E-32 may be taken 
as evidence that the proceedings before, and actions 
by, the Board and the stockholders as stated therein 
occurred as stated in said documents, and that all 
remarks and statements recorded therein as having 
been made at said meetings were in fact made [1123] 
and said, as recorded, by the persons to whom they 
are attributed.” 

We now offer Document 2-E-3, being the minutes 
of the American President Lines for July 27,1939. 

Mr. Siegel: Is that offered, Mr. Harrison, solely 
on the issue of the statute of limitations? 

Mr. Harrison: Well, I think solely on that. I am 
offering it for the evidence which I am about to 
direct your attention to, and I think it will be self- 
explanatory, Mr. Siegel. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 169. 

(American President Lines minutes, dated 
July 27, 1939, heretofore referred to as Docu¬ 
ment No. 2-E-3, was accordingly marked and re- 
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ceived in evidence as Plaintiffs’ Exhibit No. 
169.) 

Mr. Harrison: The portion of this document, may 
it please the Court, to which we direct your attention 
for the purpose of the offer, appears in the third 
paragraph on the third sheet of the exhibit: 

“Mr. Sheehan reported that the S.S. President 
Pierce had $12,000.00 revenue out of Shanghai on the 
last voyage, which was a very satisfactory showing. 

“Mr. Sheehan inquired of the Board concerning 
the advisability of issuing a statement of the [1124] 
results of operation for the first six months of 1939. 
After considerable discussion it was decided that it 
was not advisable at this time to issue such a state¬ 
ment” 

We next offer Document 2-E-30, being the minutes 
of the stockholders’ annual meeting of March 4,1940. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 170. 

(Annual meeting of stockholders, dated March 
4,1940, heretofore referred to as Document No. 
2-E-30, was accordingly marked and received in 
evidence as Plaintiffs’ Exhibit No. 170.) 

Mr. Harrison: And we wish to direct the Court’s 
attention, and specifically offer that statement on 
page 2, as follows: 

“The Chairman stated that it had been impossible 
to complete preparation of financial statements of the 
company in final form for presentation to the meet¬ 
ing, but it was anticipated that such statements would 
be completed within fourteen days. 

“The proxy to Mr. Mausshardt representing the 
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stock of the United States Maritime Commission, 
amounting to 2,099,995 shares, is limited to his ap¬ 
pearance at this meeting for the sole purpose of ad¬ 
journing the meeting to March 18,1940.” [1125] 

The Court: Now, again, Mr. Harrison, will you 
indicate to me the purpose of Exhibits 169 and 170? 

Mr. Harrison: Yes, Your Honor. 

It may be argued in connection with the statute of 
limitations that by virtue of the fact of one or more 
of the plaintiffs or their predecessors held stock in 
the company during this period of time, that they 
might have been considered to be placed on notice 
or an obligation with respect to notice of such stock¬ 
holders. 

The purpose of this is to show that because of 
peculiar conditions which existed in that period, the 
directors and officers of the company failed to dis¬ 
close the facts which would have shown payment. 

The Court: Now, did Mr. Dollar hold stock in the 
company at this time ? 

Mr. Harrison: Yes, he owned some shares of pre¬ 
ferred stock, as I recall it, Your Honor. 

The Court: Then I assume the American [1126] 
President Lines, Ltd., is Dollar of Delaware as 
changed, isn’t it? 

Mr. Harrison: Yes, Your Honor. 

The Court: What happened to Dollar of Cali¬ 
fornia? 

Mr. Harrison: Well, it is still one of the com¬ 
panies. 

The Court: And The Robert Dollar Company is 
still in existence ? 
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Mr. Harrison: Yes, and they are plaintiffs in this 
case. 

The Court: And the American Mail Line? 

Mr. Harrison: The American Mail Line disap¬ 
peared in bankruptcy proceedings, may it please the 
Court, or reorganization proceedings under 77b, some 
years ago. 

The Court: In other words, the American Presi¬ 
dent Lines was formerly known as Dollar of Dela¬ 
ware? 

Mr. Harrison: That is right. 

The Court: And Dollar of California was not The 
Robert Dollar Company. 

Mr. Harrison: The purpose of this is to repel any 
inference against the parties by virtue of their being 
stockholders. 

Next we wish to offer in evidence Document 2-E-32, 
being the minutes of the Annual Meeting of Stock¬ 
holders of April 6,1942. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 171. 

(Annual Meeting Minutes dated April 6,1942, 
heretofore referred to as Document No. 2-E-32, 
was accordingly marked and received in evi¬ 
dence as Plaintiffs’ Exhibit 171.) 

Mr. Harrison: And we wish to call atten- [1127] 
tion to the statement on the second page, as follows: 

“The Chairman reported that the Annual Report 
and Balance Sheet for the fiscal year ended Decem¬ 
ber 31,1941 was not yet ready for distribution. Cir¬ 
cumstances developing from the outbreak of the war 
had made impossible or exceedingly difficult the 
compilation of essential data and the preparation of 
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the report had been delayed. The Chairman advised 
that progress to date indicated that in all probability 
the report would be available for distribution to the 
stockholders the latter part of April.” 

The Court: Can you stipulate as to when the re¬ 
port was made instead of going through all these 
meetings seriatim? Can you stipulate as to when 
there was a report made? 

Mr. Siegel: If counsel will apprise me as to what 
he is seeking to show, I would be glad to, Your Honor. 
The only reports that I know of are the a nnual re¬ 
ports that he referred to. 

Is that correct? 

Mr. Laskey: That is right. 

Mr. Siegel: And those are in evidence, I believe, 
aren’t they? 

Mr. Laskey: No. 

Mr. Siegel: Mr. Hall has testified that on [1128] 
the basis of them it would be impossible to ascertain 
the progress of the debt repayment. That is in evi¬ 
dence. 

The Court: I am only concerned as to these two 
exhibits, 170 and 171, to indicate that the situation 
was such that no report could be made. 

Mr. Siegel: If Your Honor please, I believe— 
and counsel may correct me if I am in error—that 
the reports referred to herein, that were not yet pre¬ 
pared, were ultimately prepared and submitted to 
the stockholders, and they are in the 2-J series. 

Isn’t that correct? 

Mr. Laskey: Reports were eventually made and 
issued each year and contained such a minimum of 
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information that it was impossible to ascertain any¬ 
thing at all from them about the payment of the debt. 

That was the gist of Mr. Hall’s testimony this 
morning, I think the last question. 

Apparently for reasons of policy the Directors saw 
fit not to cover the subject-matter in those reports. 

The Court: Well, are you prepared to be able to 
state to me now, without the presentation of evidence, 
as to what the present status is of the United States 
Maritime Commission as to whether it holds the bulk 
of the shares still in the American President Lines? 

Mr. Siegel: Yes, sir. [1129] 

The Court: In other words, the status as far as the 
control is concerned, is very much the same as it was 
as of the date of this exhibit, namely May 8, 1941 ? 

Mr. Siegel: Identically, Your Honor. 

So far as the American President Lines’ annual 
reports are concerned, however, those have all been 
referred to already by the plaintiffs in the evidence. 

The Court: I am by-passing that for the moment. 

Mr. Siegel: Yes, sir. 

The Court: In other words, what I am trying to 
do is save a little time if I can, because I suspected 
that Mr. Harrison, out of the abundance of caution, 
is going to present me with the annual reports seria¬ 
tim of July 27, 1939 to March, 1940, up to 1945, to 
indicate that Mr. Dollar never knew what was going 
on as far as the liquidation of the indebtedness was 
concerned. 

Mr. Harrison: Well, if Your Honor please, I 
think that I can finish in five minutes. 

The Court: Well, I don’t want to tie you down, 
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but I would like to have you answer my question, 
unless you intend to do it by indirection. 

Mr. Harrison: No, sir, Your Honor, I do not in¬ 
tend to do that. 

The Court: What is your purpose ? 

Mr. Harrison: My purpose is to show [1130] 
that up to a specific date, that at the annual meet¬ 
ing of the stockholders, as a matter of policy, be¬ 
cause of the war, the Chairman of the stockholders 
concluded it was not desirable to disclose this in¬ 
formation, alone with other information, I presume, 
and therefore it was not disclosed. 

The Court: Now, as far as subsequent meetings 
are concerned, the United States Government, 
through its designated nominee, held the bulk of 
some 2 million-odd shares of Class B stock or 84,000 
some-odd shares of Class A stock, and 16,000 some- 
odd shares of 5 per cent non-cumulative preferred 
stock. 

Mr. Siegel: No preferred stock, Your Honor. 

The Court: Well, it says non-cumulative pre¬ 
ferred here. Has it changed? 

Mr. Siegel: Those were those present Your 
Honor, but we didn’t hold that stock. 

The Court: Well, the Government held the bulk 
of the Class A and Class B stock? 

Mr. Siegel: The controlling interest, Your Honor, 
throughout the period, without question; 92 per cent 
of the voting stock. 

The Court: That is all X want. That answers my 
question. 

Mr. Harrison: Your Honor, I think we have 
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only two meetings to cover in this matter and it 
will take only a few minutes. [1131] 

The Court: All right. 

Mr. Harrison: We offer Document 2-E-14, being 
the minutes of the Directors’ Meeting of May 14, 
1942. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 172. 

(Directors’ Meeting Minutes of May 14,1942, 
heretofore referred to as Document No. 2-E-14, 
was accordingly marked and received in evi¬ 
dence as Plaintiffs’ Exhibit No. 172.) 

Mr. Harrison: This meeting, may it please the 
Court, was a continued meeting from the annual 
meeting of April 6, 1942, which I thought I already 
introduced in evidence, but Mr. Laskv tells me I 
didn’t, in which the meeting was delayed at the 
request of the Maritime Commission as stockholder. 

In this Document 2-E-14, at the meeting of the 
Board of Directors of the Corporation, the pro¬ 
posed President’s letter to the stockholders, to¬ 
gether with the revised form of the auditor’s re¬ 
port, was discussed. 

Mr. Grady, who was then President, stated that 
in the interests of national welfare the letters should 
be couched in general terms with detailed references 
to the company’s operations being withheld. 

Mr. Poole suggested that two provisions needed to 
be made to give the stockholders a more current 
picture of the properties and operations of the 
respective companies and the changes which have 
occurred since the close of 1941. [1132] 

However, a resolution was adopted approving the 
annual report in the form submitted. 
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Messrs. Hoover and Wren dissented on the ground 
that they believed the stockholders would welcome 
such a report, but expressed themselves as being 
in favor of a supplemental schedule to indicate the 
changes which have occurred in recent months. 

This was the annual report, if Tour Honor please, 
for the year 1941, the year in which the debt had 
been paid on 502’s and 535’s. 

At this time, in order to complete that record, 
we will ask that there be marked in evidence Docu¬ 
ment 2-E-32, being the annual meeting of April 6, 
1942, which was continued as aforesaid. 

The Court: Now, I note that Mr. Laughlin ap¬ 
pears here as general counsel for the corporation. 

The meeting of May 14,1942, shows absent Henry 
F. Grady, and the following Directors as present: 
and it names them, and also present were Messrs. 
Reginald S. Laughlin, General Counsel. 

Mr. Harrison: Yes, sir. 

Mr. Laskey: He became General Counsel in No¬ 
vember or December of 1938. 

Mr. Siegel: We don’t acquiesce in that latter 
statement, although it may be correct. I don’t [1133] 
know. He is General Counsel now and has been for 
some time. 

The Court: Was he General Counsel on the 14th 
of May, 1942, as this letter seems to indicate! 

Mr. Siegel: He was, Your Honor, and before 
that. 

The Court: Before that! 
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Mr. Siegel: Yes, sir. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 173. 

(Minutes of Annual Meeting of Stockholders, 
dated April 6, 1942, heretofore referred to as 
Document No. 2-E-32, was accordingly marked 
and received in evidence as Plaintiffs’ Exhibit 
No. 173.) 

Mr. Harrison: At this time, may it please the 
Court, may I ask permission to renew an offer in 
evidence of two paragraphs of Article 5, being para¬ 
graphs 31 and 32, and being at line 23 of page 58 
of the Stipulation. 

That, may it please the Court, was presented 
quite early in the trial of this case and those two 
paragraphs were, when offered, excluded from evi¬ 
dence, by the Court 

Subsequent to that time considerable evidence has 
been adduced including considerable evidence both 
introduced by the plaintiffs and the defendants in 
the nature of subsequent admissions against in¬ 
terest, and we request now that the Court recon¬ 
sider that offer because we believe that with what 
has since transpired we are clearly entitled to have 
introduced activities or action of the [1134] Com¬ 
mission constituting a course of conduct inconsistent 
with their present position as we see it. 

The Court: Admitted. 

Mr. Harrison: Those two paragraphs read as 
follows: 

“On January 20, 1939, the By-laws of American 
President Lines, Ltd., were amended to provide (in 
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Article IV, Section 1) that the Directors need not 
be stockholders. 

“32. Bight stockholders’ meetings of American 
President Lines, Ltd., occurred subsequent to No¬ 
vember 18, 1938, and prior to November 1, 1943, 
(not counting adjourned meetings separately). At 
said meetings the following individuals voted the 
one share of stock standing in their respective 
names thus: J. Hugh Jackson, once in person and 
seven times by proxy; Joseph E. Sheehan, once in 
person and once by proxy; Grant H. Wren, once 
in person and twice by proxy; Arthur B. Poole, six 
times in persons and once by proxy. All votes so 
cast were duly accepted as regular and were counted 
without challenge. The persons to whom the proxies 
were given were among the persons named by the 
Corporation in its routine request for proxies for 
said meetings and were not the persons to whom 
the United States l^aritime Commission [1135] 
gave its proxies for the same meetings.” 

At this point, may it please the Court, we wish 
to ask the Court concerning the proper disposition 
of certain material in connection with the enact¬ 
ment of the amendment to Section 207 of the Mer¬ 
chant Marine Act of 1936. 

We have particular reference to the hearings 
before the Committee on Merchant Marino and 
Fisheries, House of Representatives, for the year 
1938, on House of Representatives Bill 8532, and 
appearing at pages 1, 4, and 5, where there appear 
the identity and statements made by Mr. Kennedy 
in support of the amendment to that Bill which I 
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believe directly concerns the question of law in this 
case. 

The Court: Are you talking now about the 
amendment of June 23, 1938? 

Mr. Harrison: Yes, that is right, Your Honor; 
amendment to Section 207 of the law. 

And since that will be a subject of legal contro¬ 
versy in this case, we merely ask the Court whether 
the Court wishes the document left with him for 
convenience or wishes the discussion introduced in 
evidence. 

The Court: No, you may leave the document with 
me for convenience and when the time comes to 
argue the intent and purport of this section, you 
may utilize it for the purposes of argument. 

Mr. Siegel: Would counsel be good [1136] 
enough to give us notice of the parts that he in¬ 
tends to refer to? 

Mr. Harrison: I said pagef 1,4 and 5. 

At this point, if Your Honor please, I believe 
that in the course of the trial I overlooked formally 
offering in evidence page 36 of the Plaintiffs’ Ex¬ 
hibit No. 73, being—that is Blue Book No. 3, identi¬ 
fied and testified to by Mr. D. P. Houlihan, and we 
wish now to formally make that offer to complete 
the record. 

[The portion of Plaintiffs’ Exhibit 73 here 

referred to reads as follows:] 

• * * * * 

Some of the chief deterrents to the investment 
of private capital in the steamship business are: 
The poor earning records of many of the companies; 
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the fear that disastrous strikes and ruinous operat¬ 
ing costs may result from the demands of labor; the 
lack of confidence in a stable Government subsidy 
policy and the fear that at some future time sub¬ 
sidy contracts may be canceled, leaving the oper¬ 
ators without adequate redress; and the unusual 
hazards of the shipping industry which, because 
of its international character, is directly affected 
by such influences as war, crop failures, changes in 
tariff policies, neutrality acts, and similar influ¬ 
ences. The investment of private capital is also 
discouraged by provisions of the Merchant Marine 
Act of 1936, especially those relating to certain 
features of the recapture provisions; to the financ¬ 
ing of new construction, and to the restrictions in 
regard to methods of operation. These and other 
features considered burdensome to the industry are 
discussed at length in another part of this report. 

So far as the investor is concerned, the principal 
obstacle to capital financing is the political vulnera¬ 
bility of subsidized profits. Subsidization, in the 
popular mind, is a device for the preservation of 
industries faced with extinction; it is not regarded 
as a proper instrumentality for guaranteeing prof¬ 
its. The moment a subsidized ship line creates sub¬ 
stantial cash reserves and, perhaps, begins to pay 
dividends, there arises a demand for a reduction 
in the amount of aid. The general public does not 
know that the cyclical nature of the shipping in¬ 
dustry requires large cash reserves; nor do people 
stop to realize that the continuation of private in¬ 
vestment requires the payment of profits. The in¬ 
vestor cannot be blamed for hesitating to put his 
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money into an industry which, if profitable, is con¬ 
stantly subject to public and congressional condem¬ 
nation on the ground of excessive subsidy. 

The conclusion seems to be inescapable that we 
may expect at this time no appreciable amount of 
new money for the subsidized lines from outside 
sources. Whatever money is forthcoming probably 
will come from shareholders and affiliated interests 
who have an investment to safeguard and who may 
have an interest in some related industry benefited 

by the maintenance of the ship line in question. 

* * * * * 


Mr. Harrison: And at the same time we wish to 
offer page 63 of the same exhibit upon the same 
subject as page 36. 


[The portion of Plaintiffs’ Exhibit 73 here 
referred to reads as follows:] 

In attempting to induce private capital to invest 
in subsidized shipping, a major difficulty encoun¬ 
tered is that of uncertainty as to the stability of the 
present governmental policy in regard to equaliza¬ 
tion of foreign-flag advantages. It is apparent that 
a prudent investor contemplating putting his funds 
into the construction of new American ships would 
ask himself whether the Government might, after 
his money had been changed into ships, cut out his 
operating-differential subsidy and leave him carry¬ 
ing, in competition with foreign shipping com¬ 
panies, the almost impossible burden of the excess 
costs of operation under our flag. 
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Mr. Siegel: Would counsel be agreeable to of¬ 
fering this entire document as background of the 
industry for the benefit of the Court? 

Mr. Harrison: I am just going to close my case, 
counsel, so you will have ample opportunity to do 
it yourself. 

May it please the Court, that terminates the open¬ 
ing case for the plaintiffs, with the exception of 
one witness whom I mentioned had not arrived, and 
I believe we may not be able to get him here until 
Tuesday morning. 

May I have the permission of the Court to put 
him on Tuesday morning out of order for about 
an hour? 

The Court: That permission is granted. 

* * * * * 

Mr. Siegel: If Your Honor please, I [1141] 
assume Your Honor has before you or available to 
you the plaintiffs’ exhibits, for the reason that we 
will refer to them from time to time in our offers 
of proof. 

Before beginning to offer any documents or evi¬ 
dence, I would like to state briefly the outline that 
we will follow. We shall begin, first, at the end, 
with the contract in controversy, and the contracts 
amendatory thereof. 

We will then offer in evidence the instruments of 
conveyance, the stock certificates and the assign¬ 
ment and option agreements, the latter, I believe, 
now being in evidence, which were made pursuant 
to those agreements. 

We will next offer the documentary proof, that 
each of the plaintiffs expressly avowed his under- 
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standing that the transfer was one of ownership. 
Some of the evidence on that point is now in the 
record. 

We will next offer the documentary proof show¬ 
ing that the absolute language and form of the 
contracts and instruments of conveyance made 
thereto was not inadvertent but, in fact, was the 
form deliberately agreed upon and used by the 
parties throughout the pertinent negotiations, and 
stands in marked contrast with the deliberate use 
of pledge, in the prior negotiations. 

Having thus established, as we think, [1142] 
that the agreement was in fact intended to be— 
having thus established, as we believe, that the 
contract was intended deliberately to provide for 
a transfer of ownership, we will turn next to the 
documentary evidence, which in our view establishes 
that the contract as thus construed was eminently 
fair and reasonable. 

* * * * # 

Mr. Siegel: Turning then, first, to the [1148] 
contract, which at Your Honor’s suggestion the 
plaintiffs offered in evidence as their exhibit 146, 
and which appears in the second blue book, at page 
109, I will not at this time read all of the contract. 
I will read, from time to time, the provisions which 
are material to the other evidence which we will 
offer at that time. 

I wish to make this general observation, however, 
with respect to the contract: 

First, although dated August 15, it was [1149] 
by its terms not to be carried out, under paragraph 
22, appearing at the bottom of page 114, to the top 


vs. Emory S. Land, et al 


1425 


of 115, save and unless all the documents therein 
provided for were deposited in escrow within 60 
days of the contract, that is, not later than October 
15. 

I will later offer in evidence a contract extending 
that date to October 29. 

My point now is that the contract was not con¬ 
summated and the documents delivered in escrow 
until October 25 or 26, and hence that the effective 
date of this transaction is, in truth, October 26, 
1938; and that all that was done between the parties 
between August 15 and October 26 is very material 
to the disposition of this cause. 

Secondly, I would invite Your Honor attention 
to the fact that the adjustment plan on its face 
was not intended to be the final instrument. It is, 
in truth, an agreement to enter into further agree¬ 
ments. And hence, quite apart from the doctrine 
invoked by the plaintiffs, that a Court may always 
look through an instrument absolute in form to 
inquire whether it was in fact a security transac¬ 
tion, the parole evidence rule never would have 
precluded the Court from looking beyond this con¬ 
tract to the further instruments. 

* * * * * 

Mr. Siegel: I now wish to read into the [1150] 
record paragraph 1 of the adjustment plan, which 
appears on page 110, and which is the paragraph 
pursuant to which the B stock was transferred to 
the Commission. 
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[Paragraph 1 reads as follows:] 

Adjustment Plan—Dollar Steamship 
Lines, Inc., Ltd. 

1. Dollar of California holds, or forthwith will 
acquire and hold, all of the issued and outsta n di n g 
class B stock of Dollar of Delaware, which said 
stock consists of 2,100,000 shares and stands of 
record in the names of the respective parties here¬ 
inafter listed, and Dollar of California will trans¬ 
fer, or cause to be transferred, all of said stock to 
the Commission, or its nominee, free and clear of 
all liens and incumbrances: 


Shares 

(a) Dollar of California. 1,872,210 

(b) Robert Dollar Co. 227,790 


Total. 2,100,000 


Mr. Siegel: The second paragraph uses [1151] 
the identical language with respect to certain of the 
listed A stock. 


[Paragraph 2 reads as follows:] 

2. The following named parties hold, or forth¬ 
with will acquire and hold, the number of shares of 
class A stock of Dollar of Delaware listed after 
their respective names, and each of said parties will 
respectively transfer, or cause to be transferred, to 
the Commission, or its nominee, free and clear of all 
liens and incumbrances, the respective number of 
shares so listed:. 
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Shares 


(a) J. Harold Dollar estate. 24,107 

(b) R. Stanley Dollar. 2,293 

(c) H. M. Lorber. 9,174 

(d) Mortimer Fleishhacker. 26,122 

(e) Dollar of California. 2,075 

(f) Admiral Oriental . 122 


Total. 63,893 


Mr. Siegel: Now, if Your Honor please, I will 
omit paragraph 3, for the reason that it refers to 
the stock of Herbert Fleishhacker, which was not 
transferred; and will invite Your Honor’s atten¬ 
tion to the language which we consider to be langu¬ 
age of conveyance of ownership, in paragraph 4, 
that— 


[Paragraph 4 reads as follows:] 

4. All rights and interests of the respective 
pledgors in and to the following issued class A stock 
of Dollar of Delaware will be transferred to the 
Commission, or its nominee, subject to existing 
pledges and subject to option agreements referred 
to in paragraph 5 hereof: 

Shares 


(a) R. Stanley Dollar. 33,600 

(b) J. Harold Dollar estate. 11,273 


(c) R. Stanley Dollar, J. Harold Dollar es¬ 
tate, and Herbert Fleishhacker, jointly 6,600 


Total 


51,533 
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Mr. Siegel: The point being that the parties used 
language appropriate to the conveyance of owner¬ 
ship, and not referring to a pledge specifically de¬ 
nominated as such. 

* * * * * 

Mr. Siegel: In implementation of the [1152] 
adjustment plan, if Your Honor please, the parties 
entered into a further instrument which I shall now 
ask the Court to receive in evidence, which is Docu¬ 
ment 3-C of the second Blue Book, appearing on 
page 129 and following, and which lists, in detail, 
each of the instruments which the parties are to 
deposit in escrow, pursuant to the specified pro¬ 
visions of the adjustment plan. That instrument is 
dated, as Your Honor will note, October 20, 1938. 

If Your Honor please, may this document be 
deemed in evidence now? 

The Court: Yes. 

* * * * * 

(The document heretofore identified [1153] 
as No. 3-C was accordingly marked and re¬ 
ceived in evidence as Defendants’ Exhibit No. 
9.) 

Mr. Siegel: I wish to call Your Honor’s atten¬ 
tion first to the general form of this document, 
which, as I have stated, lists in detail all of the 
various instruments which are to be submitted in 
escrow, and indicates on its face that subsequent 
to the adjustment plan, provision was made for the 
drafting and negotiation of a large number of 
documents as called for by the adjustment plan. 
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[Defendants’ Exhibit 9 reads in part as fol¬ 
lows:] 

* * * * * 

Accordingly, you are requested and directed to 
receive and hold, as such escrow holder, the fol¬ 
lowing: 

(1) Certificates evidencing the class B and class 
A stock of Dollar of Delaware listed and described 
in paragraphs 1 and 2 of the Adjustment Agree¬ 
ment, which certificates shall either 

(a) Be duly endorsed in blank or otherwise en¬ 
dorsed so as to be transferable to the Commission 
by delivery; or 

(b) Be accompanied by instruments (assignment 
and stock powers) sufficient to make the stock 
certificates covered thereby transferable by delivery 
or to the Commission; 

together with transfer tax stamps to be furnished 
by Dollar of Delaware in such amount as special 
counsel for the Commission shall advise the escrow 
holder are required by the Commission to cover the 
transfer of said stock to the Commission. 

Said stock certificates shall be endorsed by, or 
such instruments shall be executed by the respec¬ 
tive parties named in said certificates as the owners 
of the stock evidenced thereby, exactly as their 
respective names appear on the face of said certi¬ 
ficates. 

(2) Three originals of an assignment and option 
agreement, whereby R. Stanley Dollar assigns to 
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the Co mmis sion, subject to existing pledges, all his 
right and interest in and to the class A stock listed 
and described in paragraph 4 (a) of the Adjust¬ 
ment Agreement, and R. Stanley Dollar and the 
Anglo Bank agree in respect of said class A stock 
in accordance with the provisions of subparagraphs 

(a) , (b), (c), (d), and (e) of paragraph 5 of the 
Adjustment Agreement. 

(3) Three originals of an assignment and option 
agreement, whereby the Estate of J. Harold Dollar 
assigns to the Commission, subject to existing 
pledges, all its right and interest in and to the 
class A stock listed and described in paragraph 4 

(b) of the Adjustment Agreement, and the Estate 
of J. Harold Dollar and the Anglo Bank agree in 
respect of said class A stock in accordance with 
the provisions of subparagraphs (a), (b), (c), (d), 
and (e) of paragraph 5 of the Adjustment Agree¬ 
ment 

(4) Four originals of an assignment and option 
agreement whereby R. Stanley Dollar and the Es¬ 
tate of J. Harold Dollar assign to the Commission, 
subject to existing pledges, all their right and in¬ 
terest in and to the class A stock listed and de¬ 
scribed in paragraph 4 (c) of the Adjustment 
Agreement, and R. Stanley Dollar and the Estate 
of J. Harold Dollar and the Anglo Bank agree in 
respect of said class A stock in accordance with the 
provisions of subparagraphs (a), (b), (c), (d), 
and (e) of paragraph 5 of the Adjustment Agree¬ 
ment. 
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* * * * * 

Mr. Siegel: If Your Honor please, I will [1159] 
ask the Court to receive in evidence Document No. 
3-D, of the Second Blue Book, which appears on 
page 138. And if counsel will indulge me, I will 
read paragraph numbered 1, and paragraph No. 4, 
without argument: 

“1. The respective rights of the parties [1160] 
hereto shall be the same as if the words ‘ sixty 
days 7 in paragraph 22 of the Adjustment Plan 
Agreement had, at the time of the execution and 
delivery of the Adjustment Plan Agreement and 
the escrow instructions, read ‘seventy-five days, 7 and 
the figure ‘$1,500,000 7 in paragraph 21 (B) and 
the figure ‘$2,500,000 7 in paragraph 21 (C) of the 
Adjustment Plan Agreement had, at such times, 
read ‘$2,000,000’ and $2,500,000, 7 respectively; and 
the same as if the words and figures ‘October 18, 
1938 7 in the paragraph immediately following para¬ 
graph (Z) in the escrow instructions had at the 
time of the execution and delivery of the escrow 
instructions, read ‘October 29, 1938. 7 77 

And, if Your Honor please, at this time [1161] 
I would like to offer in evidence one sentence 
omitted by the plaintiffs in the reading of the 
Stipulation, on page 26, line 30, as follows: 

“Document 3-D was executed on October 25, 
1938— 77 the point being that Document 3-D, as it 
appears in the Blue Book, does not bear date. 

And I will now read paragraph 4 of the same 
instrument: 
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“The persons hereinafter named in this para¬ 
graph hereby are authorized, for and on behalf of 
the respective parties, to sign the communication 
to the escrow holder referred to in the escrow in¬ 
structions interposing no objections to the escrow 
holder making deliveries and otherwise proceeding 
as provided in the escrow instructions, and to re¬ 
ceive from the escrow holder the various certificates, 
instruments, documents, and writings to be delivered 
to the respective parties under the terms and pro¬ 
visions of the escrow instructions, and to execute 
and deliver a receipt for all such certificates, docu¬ 
ments, and writings in the form hereto attached as 
exhibit A. The persons so authorized are as fol¬ 
lows: 

“Keith R. Ferguson, attorney for Dollar of Cali¬ 
fornia, Robert Dollar Co., Admiral Oriental Line. 

“R. Stanley Dollar, H. M. Lorber, and Keith R. 
Ferguson, and Robert Dollar, II, as executors of 
the estate of J. Harold Dollar, deceased. 

“Reginald S. Laughlin, attorney for [1161-A] 
Dollar of Delaware, Dollar Wharf and Warehouse 
Company. 

“Paul D. Page, Jr., attorney for the Commis¬ 
sion. 

“Laurence H. Tharp, attorney for the Anglo 
Bank and Mortimer Fleishhacker.” 

Now, if Your Honor please, with this [1162] 
foundation we should now like to offer in evidence 
the instruments of conveyance, which were not of¬ 
fered in evidence by the plaintiffs, and as a founda- 
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tion therefor, I would refer Your Honor to the 
last sentence of paragraph 14, Article 5, of the 
Stipulation, appearing on page 49, line 20. All of 
the remainder of that paragraph was offered in evi¬ 
dence by counsel, at pages 103 to 104 of the tran¬ 
script. I will read now the last sentence: 

“Document 5-3 is a true copy of one of the two 
certificates of B stock as cancelled on October 26, 
1938, and, except for the cancellation marks, it 
is a true copy of the certificate as delivered by the 
escrow agent to the attorney-in-fact of the United 
States Maritime Commission and is typical of the 
other.” 

The prior part of this paragraph of the Stipula¬ 
tion, if Your Honor please, indicates that this stock 
certificate was the one which was delivered to the 
attomey-in-fact of the United States Maritime Com¬ 
mission, out of escrow, by the escrow agent. 

And I now offer in evidence Document 5-3, which 
is one of the stock certificates delivered to our 
attomey-in-fact, at the closing of the adjustment 
plan on October 26, and ask that it be marked as 
Defendants’ Exhibit 10 (handing the stock certifi¬ 
cate to the Deputy Clerk). 

(The stock certificate, heretofore iden- [1163] 
tified as Document No. 5-3, was accordingly 
marked and received in evidence as Defendants’ 
Exhibit No. 10.) 
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[Defendants’ Exhibit 10 reads as follows:] 
[Face of Certificate] 

Incorporated Under the Laws of the 
State of Delaware 

Number BX 14 227,784 Shares 

DOLLAR STEAMSHIP LINES INC., LTD. 
[Cancellation Stamp across face of Certificate] 

This Certifies that Dollar Steamship Line is the 
owner of Two Hundred Twenty Seven Thousand 
Seven Hundred and Eighty Four full-paid and non¬ 
assessable shares of the par value of One Dollar ($1.) 
each of the Class “B” Stock of Dollar Steamship 
Lines Inc., Ltd., transferable in person or by duly 
authorized attorney upon surrender of this certificate 
properly endorsed. The rights, preferences, qualifica¬ 
tions and restrictions of the several classes of Stock 
of the Corporation are set forth in full in the state¬ 
ment thereof on the reverse side of this certificate. 
This certificate is issued pursuant to the certificate 
of incorporation and the by-laws of the Corporation 
to all of which the holder by acceptance hereof as¬ 
sents. 

Witness the seal of the Corporation and the signa¬ 
tures of its duly authorized officers. 

Dated October 24, 1938. 

(Seal) /s/ ARTHUR B. POOLE, 

Vice President 
/s/ D. BUCKLEY, 

Secretary. 
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[Back of Certificate] 

Statement of the rights, preferences, qualifications 
and restrictions of the several classes of stock of 

Dollar Steamship Lines Inc., Ltd. 

Fourth: 

1. The total number of shares of all classes of 
stock which the corporation shall have authority to 
issue is Two Million Four Hundred Thousand 
(2,400,000) shares. Such stock shall be divided into 
three classes, designated respectively “ 5 % Non- 
Cumulative Preferred”. “Class A”, and “Class 
B”. The total number of shares of 5 % Non-Cumu- 
lative Preferred stock which the corporation shall 
have authority to issue shall be Forty Thousand 
(40,000) shares, and the par value of each of said 
shares, shall be One Hundred Dollars ($100), and 
the aggregate par value of all of said shares shall 
be Four Million Dollars ($4,000,000). The total 
number of shares of Class A stock which the cor¬ 
poration shall have authority to issue shall be Two 
Hundred Sixty Thousand (260,000) shares, and 
said shares shall be without par value. The total 
number of shares of Class B stock which the cor¬ 
poration shall have authority to issue shall be Two 
Million One Hundred Thousand (2,100,000) shares, 
and the par value of each of said shares shall be 
One Dollar ($1) and the aggregate par value of all 
of said shares shall be Two Million One Hundred 
Thousand Dollars ($2,100,000). 

2. The powers, preferences and relative, partici¬ 
pating, optional or other special rights, and quali¬ 
fications, limitations and restrictions of the respec¬ 
tive classes of stock of the corporation, are as 
follows: 
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(a) Dividends. The holders of the 5% Non- 
Cumulative preferred stock shall be entitled to re¬ 
ceive, when and as declared by the Board of Direc¬ 
tors, dividends from funds legally available for the 
payment of dividends, at the rate of five per cent 
(5%) per annum, and no more. Such dividends 
shall be payable before any dividends shall be paid 
or set apart for the Class A and Class B stock of 
the corporation, but such dividends upon the 5% 
Non-Cumulative Preferred stock shall not be cumu¬ 
lative, and the holders thereof shall not be entitled 
to participate in any other or additional profits. 
After dividends shall have been paid or declared 
on the 5% Non-Cumulative Preferred stock, as 
above provided, the holders of the Class A and Class 
B stock of the corporation shall be entitled to re¬ 
ceive, when and as declared by the Board of Direc¬ 
tors, dividends from the remaining funds legally 
available for the payment of dividends at the rate 
determined by the Board of Directors, provided 
that the amount of such dividends on each share of 
Class A stock shall be equal to five times the amount 
of such dividends on each share of Class B stock. 

(b) Redemption. The 5% Non-Cumulative Pre¬ 
ferred stock may be redeemed, in whole or in part, 
by the corporation, at the option of the Board of 
Directors, on any dividend date by paying $103 for 
each share thereof so redeemed, together with a 
sum equivalent to all accrued and unpaid dividends 
thereon, upon at least thirty (30) days’ notice by 
mail to the holders of record thereof. If less than all 
the shares of the 5% Non-Cumulative Preferred 
stock are to be redeemed, the shares to be redeemed 
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shall be selected by lot in such manner as the Board 
of Directors may determine. The holder of shares 
of the 5 % Non-Cumulative Preferred stock called 
for redemption shall not, from and after the date 
called for redemption, possess or exercise any rights 
as stockholder of the corporation, except the right 
to receive from the corporation the redemption price 
of such shares, without interest, upon surrender 
thereof. All 5% Non-Cumulative Preferred stock 
called and redeemed shall immediately upon the 
redemption thereof be cancelled, and none of such 
cancelled stock shall thereafter be reissued. 

(c) Distribution upon Liquidation, Dissolution or 
Winding Up. In the event of any liquidation, dis¬ 
solution or winding up, whether voluntary or in¬ 
voluntary, of the corporation, the holders of the 
5% Non-Cumulative Preferred stock shall be en¬ 
titled to receive the full par value of their said stock 
and aill accrued and unpaid dividends thereon, be¬ 
fore any payment is made to the holders of the 
Class A and Class B stock. After payment to the 
holders of the 5% Non-Cumulative Preferred stock, 
as above provided, the remaining assets and funds 
shall be divided and paid to the holders of the Class 
A and Class B stock, so that the amount distributed 
to a holder of each share of Class A stock shall be 
a sum equal in amount to five times that distributed 
to a holder of each share of Class B stock. 

(d) Voting Rights. The holders of the 5% Non- 
Cumulative Preferred stock and the holders of the 
Class A and Class B stock shall be entitled to one 
vote for each share of such stock at all meetings of 
stockholders. 
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(e) Increase or Decrease in Amount of Autho¬ 
rized Stock. The amount of the authorized stock 
of any class or classes of stock may be increased or 
decreased by the affirmative vote of the holders of 
a majority of the stock of the corporation entitled 
to vote. 

(f) Preemptive and Preferential Rights. No 
stockholder of the corporation shall have any pre¬ 
emptive or preferential right of subscription to 
any shares of any stock of the corporation, or to 
any obligations convertible into stock of the cor¬ 
poration, issued or sold, nor any right of subscrip¬ 
tion to any thereof other than such, if any, as the 
Board of Directors of the corporation in its discre¬ 
tion, from time to time may determine, and at such 
price as the Board of Directors from time to time 
may fix, pursuant to the authority hereby conferred 
by the Certificate of Incorporation of the corpora¬ 
tion, and the Board of Directors may issue stock of 
the corporation, or obligations convertible into 
stock, without offering such issue of stock, either 
in whole or in part to the stockholders of the cor¬ 
poration. The acceptance of stock in the corpora¬ 
tion shall be a waiver of any such preemptive or 
preferential right which in the absence of this 
provision might otherwise be asserted by stockhold¬ 
ers of the corporation or any of them. 

[Printer’s Note: United States Internal Reve¬ 
nue Documentary Stamps omitted.] 

For Value Received.hereby sell, as¬ 
sign and transfer unto.Shares 

of the Stock represented by the within Certificate, 
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and do hereby irrevocably constitute and appoint 

.Attorney to transfer the said 

stock on the books of the within named Company 
with full power of substitution in the premises. 

Dated.,19 — 

DOLLAR STEAMSHIP LINE 

By /s/ W. THOMPSON, 

2nd Vice President. 

In Presence of—Attest: 

/s/ A. E. LANG, 

Asst. Secty. 


Mr. Siegel: If Your Honor will turn to the re¬ 
verse side of the instrument, Your Honor will note 
that the document is endorsed in blank, and contains 
no notice of pledge or other limitation; and, secondly, 
that it is stamped with the Federal Stamp Taxes as 
provided for in the agreement. It is, therefore, as I 
have suggested, an instrument which is freely nego¬ 
tiable by delivery and conveys valid title to a bone 
fide purchaser. 

Now, if the Court please, as foundation for our 
next offer— 

The Court: This has written across its face ‘ ‘ Can¬ 
celled by issue of Certificate No. 26.” 

Mr. Siegel: That is right, Your Honor. Under the 
evidence offered by the plaintiffs, this particular in¬ 
strument was surrendered to the Company and can¬ 
celled, and a new stock certificate was issued in the 
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name of the United States Maritime Commission. 
But this instrument, Document 5-3, which is now 
Defendants’ Exhibit 10, is the instrument which was 
conveyed to the Maritime Commission, and is mate¬ 
rial. 

* • ♦ • * 

Mr. Siegel: As foundation for our next [1164] 
offer, if the Court please, we will offer in evidence the 
concluding sentence of the paragraph 15 of Article 
5, of the Stipulation, appearing on page 50, at line 
21, which was likewise omitted by the plaintiffs, and 
which reads as follows: 

“Document 5-5 is a true copy of one of the certifi¬ 
cates of A stock as cancelled on October 26,1938 and, 
except for the cancellation marks, it is a true copy of 
the certificate as delivered by the escrow agent to 
the attomey-in-fact of the United States Maritime 
Commission and is typical of all.” 

And I now ask Your Honor to receive in evidence 
Document 5-5, as Defendants’ Exhibit 11 (handing 
the document to the Deputy Clerk), and I make the 
same comment with respect to this document that I 
did with respect to Defendants’ Exhibit 10. 

This certificate is typical, if Your Honor please, of 
the stock certificates evidencing the A stock to be 
delivered free and clear. 

(The copy of A stock certificate, heretofore 
identified as Document 5-5, was accordingly 
marked and received in evidence as Defendant’s 
Exhibit No. 11.) 
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[Defendants’ Exhibit 11 reads as follows:] 

[Face of Certificate] 

Incorporated Under the Laws of the 
State of Delaware 


Number A x 9 2075 Shares 

Dollar Steamship Lines Inc., Ltd. 

[Stamped across face of Certificate: The Anglo 
California National Bank Cancelled Oct. 271938] 

This Certifies that Dollar Steamship Line, a Cali¬ 
fornia corporation, is the owner of Two Thousand 
Seventy-Five full-paid and non-assessable shares 
without nominal or par value of the Class “A” Stock 
of Dollar Steamship Lines Inc., Ltd., transferable in 
person or by duly authorized attorney upon sur¬ 
render of this certificate properly endorsed. The 
rights, preferences, qualifications and restrictions of 
the several classes of Stock of the Corporation are 
set forth in full in the statement thereof on the re¬ 
verse side of this certificate. This certificate is issued 
pursuant to the certificate of incorporation and the 
by-laws of the Corporation (copies of which are on file 
with the Transfer Agent) to all of which the holder 
by acceptance hereof assents. This certificate is not 
valid unless countersigned by the Transfer Agent 
and registered by the Registrar. 

Witness the seal of the Corporation and the signa¬ 
tures of its duly authorized officers. 
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Dated October 26, 1938. 

(Seal) /s/ ARTHUR B. POOLE, 

Vice President. 

/s/ D. BUCKLEY, 

Secretary. 

Countersigned: [Signature Illegible], Transfer 
Agent. 

Registered Oct. 26,1938. The Anglo California Na¬ 
tional Bank of San Francisco. By [Signature Il¬ 
legible], Authorized Officer. 

[Back of Certificate] 

[The Statement of the Rights, Preferences, 
Qualifications, etc., is the same as on Defendants’ 
Exhibit No. 10 and is therefore omitted in print¬ 
ing. United States Internal Revenue Documen¬ 
tary Stamps are also omitted.] 

For Value Received.hereby sell, assign 

and transfer unto.Shares of the 

Stock represented by the within Certificate, and do 

hereby irrevocably constitute and appoint. 

Attorney to transfer the said stock on the books of 
the within named Company with full power of sub¬ 
stitution in the premises. 

Dated.,19 — 

/s/ DOLLAR STEAMSHIP LINE 
a Calif. Corp. 

By /s/ W. THOMPSON, 

2nd Vice Pres. 

In Presence of Attest: 

/s/ A. E. LANG, 

Asst. Sec. 
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Mr. Siegel: Now, if the Court please, we turn 
next to the A stock which is to be delivered subject 
to existing pledges. The interest of owner- [1165] 
ship, as we contend, in those shares, was transferred 
to the Commission under the assignment and option 
agreements which are evidence, received in evidence 
at page 201 of the transcript. And I only want to read 
one or two lines from the first of those documents, ap¬ 
pearing on page 163. They are Documents IV-G, 
rV'-H and IY-I of the Second Blue Book, respec¬ 
tively, and I invite Your Honor’s attention to para¬ 
graph 2, which reads as follows: 

“Pledgor hereby sells, assigns, transfers, and sets 
over unto the Commission, subject to said existing 
pledge, all his right, title, and interest in and to said 
Class A Stock.” 

If Your Honor please, in the adjustment plan and 
in the escrow instruments, the language we previ¬ 
ously quoted was “right and interest.” Here, as we 
will suggest, to make the matter emphatically clear, 
it was revised to read “right, title and interest.” We 
will offer proof that that modification was at the sug¬ 
gestion of plaintiffs’ counsel. 

The Court: What is meant by the use of the term 
“pledge” there? 

Mr. Harrison: If Your Honor please, it was R. 
Stanley Dollar as pledgor, and the Anglo California 
National Bank as the pledgee. It refers to the same 
stock pledged in 1934. 

Mr. Siegel: If Your Honor please, there has been 
previously offered in evidence by plaintiffs all but 
one sentence of paragraph 17 of Article 5 of [1166] 
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the Stipulation, appearing on pages 51 to 53 of the 
Stipulation; and the sentence omitted appears on 
page 51, line 27, which I will now read: 

“Document 5-6 is a true copy of one of said certifi¬ 
cates as cancelled on September 22,1941 and, except 
for the cancellation marks and the legend placed on 
it on October 26, 1938, as stated in paragraph 16 
above, it is a true copy of the certificate as it was 
delivered to the Anglo Bank in pledge and as it re¬ 
mained until October 26, 1938; it is typical of the 
others except as to the name in which the certifi¬ 
cate was issued, number of shares represented by 
the certificate, the endorsements, and the legends 
placed thereon on October 26, 1938.” 

From the other evidence offered by plaintiff, that 
pledge was dated 1934 Hence, this certificate was 
typical of those certificates delivered on that date. 

And with that foundation, I now offer in evidence 
as the Defendants’ Exhibit 12, Document numbered 
5-6 (handing the document to the Deputy Clerk). 

As to this document, if Your Honor please, I ask 
Your Honor to turn to the reverse side of the instru¬ 
ment and I invite Your Honor’s attention there to 
the statement appearing at the bottom thereof: 

“The undersigned hereby certifies that the trans¬ 
fer of the within shares is made to this [1167] 
bank—” a reference to the pledge in 1934 to the 
Anglo bank, 

“—in its capacity as pledgeholder thereof and is to 
be held by the undersigned as collateral security for 
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money loaned thereon and that no change of owner¬ 
ship is involved.” 

The purpose of this offer being to show that the 
parties well knew how to state an evidence of limita¬ 
tion of interest, where a pledge was intended. 

Mr. Harrison: May it please the Court, to this 
extent we object to the offer as in competent, irrele¬ 
vant, and immaterial, since any transaction in 1934 
between any party, or any predecessor to party in 
this interest, has no relation to any transaction be¬ 
tween any parties to this suit 

The Court: That is very true, Mr. Harrison, but 
I understand it is merely offered for the purpose of 
indicating that Mr. Dollar was a person of experience 
and had been through an experience of that character 
before. 

Mr. Siegel: That is precisely correct, Tour Honor. 

Mr. Harrison: May I point out there is no evi¬ 
dence Mr. Dollar prepared the document; as a matter 
of fact, it is perfectly obvious he did not, and all the 
evidence is that the bank prepared such instruments. 

The Court: I will have to take the instrument as 
it appears. I cannot read behind it, or what does not 
appear. It is not controlling in any way at all. [1168] 
All right 

(The copy of stock certificate, heretofore iden¬ 
tified as Document No. 5-6, was accordingly 
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marked and received in evidence as Defendants’ 
Exhibit No. 12.) 

[Defendants’ Exhibit 12 reads as follows:] 
[Face of Certificate] 

Number SFU217 5000 Shares 

DOLLAR STEAMSHIP LINES INC., LTD. 

This Certificate is transferable in the City of New 
York or in San Francisco. Incorporated under the 
laws of the State of Delaware. 

This certifies that R. Stanley Dollar is the owner 
of Five Thousand full-paid and non - assessable 
shares without nominal or par value of the Class 
“A” Common Stock of Dollar Steamship Lines Inc., 
Ltd., transferable in person or by duly authorized at¬ 
torney upon surrender of this certificate properly en¬ 
dorsed. The rights, preferences, qualifications and 
restrictions of the several classes of Stock of the 
Corporation are set forth in full in the statement 
thereof on the reverse side of this certificate. This 
certificate is issued pursuant to the certificate of in¬ 
corporation and the by-laws of the Corporation 
(copies of which are on file with the Transfer 
Agent) to all of which the holder by acceptance 
hereof assents. This certificate is not valid unless 
countersigned by the Transfer Agent and registered 
by the Registrar. 
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Witness the seal of the Corporation and the signa¬ 
tures of its duly authorized officers. 

Dated August 13, 1934. 

/s/ R. STANLEY DOLLAR, 
President. 

(Seal) 

/s/ D. T. BUCKLEY, 

Secretary. 

Countersigned: 

Dollar Steamship Lines Inc., Ltd. 

(San Francisco) 

/s/ Edgar C. Kester 
Transfer Agent 

Registered: Aug. 13,1934 

The Anglo California National Bank of 
San Francisco, Registrar 
/s/ Frank (Illegible), Authorized Officer. 

[Printer’s Note: The following is written across 
the face of the certificate: 

October 26th, 1938 

All right, title and interest of the shareholder 
whose nadae appears on the face of this Certificate 
in the shares of stock represented thereby has been 
transferred by such shareholder to the United States 
Maritime Commission subject, however, to a prior 
existing pledge thereof to the Anglo California Na¬ 
tional Bank of San Francisco, as security for cer¬ 
tain obligations of said transferor to said pledgee. 

Said shares of stock are also subject for a period 
of five years from date to the terms of a certain 




1448 R. Stanley Dollar, et al 

agreement of even date between the said transferor 
and The Anglo California National Bank of San 
Francisco, as said pledgee.] 

[Back of Certificate] 

Excerpt from Certificate of Incorporation of Dol¬ 
lar Steamship Lines Inc., Ltd. 

Fourth: 

1. The total number of shares of the Corpora¬ 
tion’s authorized Capital stock is Three Million Six 
Hundred and Eighty Thousand Shares (3,680,000) 
without no mina l or par value and divided into two 
classes designated respectively as Class “A” and 
Class “B” non-par value Common Stock. 

The total number of shares of Class “A” Stock 
authorized is One Million Five Hundred and Eighty 
Thousand Shares (1,580,000) and the total number 
of shares of Class “B” stock authorized is Two Mil¬ 
lion One Hundred Thousand Shares (2,100,000). 

2. The holders of Class “A” Stock and Class 
“B” Stock shall be entitled to receive, when and as 
declared by the Board of Directors, dividends from 
the surplus or net profits of the corporation, pro¬ 
vided that the amount of dividend so paid on each 
share of Class “A” Stock shall be equal to five times 
the amount paid on each share of Class “B” Stock. 

3. In the event of any liquidation, dissolution or 
winding up of the corporation, the holders of Class 
“A” Stock and Class “B” Stock shall share in all 
the assets of the corporation remaining so that the 
amount distributed to a holder of each share of Class 
“A” Stock shall be a sum equal in amount to five 
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times that distributed to a holder of each share of 
Class “B” Stock 

4. The holders of Class “A” Stock and the 
holders of Class “B” Stock shall be entitled to one 
vote for each share of stock at all meetings of stock¬ 
holders for the election of directors and for all other 
purposes. 

5. The Class “B” Stock, upon surrender to the 
corporation of the certificates therefor, which, if the 
corporation shall so require, shall be properly en¬ 
dorsed or assigned for transfer, shall be convertible 
into Class “A” Stock on the basis of one share of 
Class “A” Stock for five shares of Class “B” Stock. 
Said Class “B” Stock shall not be reissued. 

6. The shares of capital stock of this corporation 
may be issued by this corporation from time to time 
for such consideration as from time to time may be 
fixed by the Board of Directors of this corporation; 
and all issued shares of the Capital Stock of this 
Corporation shall be deemed fully paid and non¬ 
assessable and the holders of such shares shall not 
be liable thereunder to the Corporation or its credi¬ 
tors. 

7. No stockholder of this Corporation shall have 
any preemptive or preferential right of subscription 
to any shares of any stock of this Corporation, or to 
any obligations convertible into stock of this Cor¬ 
poration, issued or sold, nor any right of subscrip¬ 
tion to any thereof other than such, if any, as the 
Board of Directors of this Corporation in its discre¬ 
tion from time to time may determine, and at such 
price as the Board of Directors from time to time 
may fix, pursuant to the authority hereby conferred 
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by the Certificate of Incorporation of this Corpora¬ 
tion, and the Board of Directors may issue stock of 
this Corporation, or obligations convertible into 
stock, without offering such issue of stock, either in 
whole or in part to the stockholders of this Corpora¬ 
tion. The acceptance of stock in this Corporation 
shall be a waiver of any such preemptive or prefer¬ 
ential right which in the absence of this provision 
might otherwise be asserted by Stockholders of this 
Corporation or any of them. 

8. All persons who shall acquire stock in the 
Corporation shall acquire the same subject to the 
provisions of this Certificate of Incorporation. 

For Value Received hereby sell, assign and 
transfer unto Shares of the Capital Stock 

represented by the within Certificate and do hereby 
irrevocably constitute and appoint Attorney, 

to transfer the said stock on the Books of the within 
named Company with full power of substitution in 
the premises. 

/s/ R. STANLEY DOLLAR 

The undersigned hereby certifies that the transfer 
of the within shares is made to this bank in its capa¬ 
city as pledge-holder thereof and is to be held by the 
undersigned as collateral security for money loaned 
thereon and that no change of ownership is involved. 

THE ANGLO CALIFORNIA 
NATIONAL BANK OF SAN 
FRANCISCO 

/s/ FRANK H. LOUGHERY 
Trust Officer 
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Mr. Siegel: If Your Honor please, as foundation 
for the next document, I wish to offer paragraph 
13 of Article 5 of the stipulation, appearing on page 
48, line 20; and I read as follows: 

“13. Document 5-1 is a true copy of the pledge 
agreement executed by J. Harold Dollar to the Anglo 
Bank. A pledge agreement in identical form was 
executed in 1934 by R. Stanley Dollar and a pledge 
agreement in identical form was executed in 1934 by 
R. Stanley Dollar and J. Harold Dollar, jointly.” 

The Court: The same ruling, and I assume it goes 
to the same purpose. 

Mr. Siegel: Precisely, Your Honor. 

Mr. Harrison: May the Court please, I would like 
to make my objection, that it is irrelevant, incompe¬ 
tent and immaterial, because this is not a document 
which in any manner relates to any transaction be¬ 
tween any parties to this suit. That is dated July 1, 
1934. It is an instrument executed by a decedent, J. 
Harold Dollar, long before any transaction involved 
in this case arose, and simply shows he executed a 
printed form, a general loan and collateral agree¬ 
ment, published by a certain institution. [1169] 

The Court: I thought counsel said Mr. J. Harold 
Dollar’s signature appeared, as well as that of R. 
Stanley Dollar? 

Mr. Siegel: If Your Honor, the stipulation is to 
the effect that R. Stanley Dollar signed an identical 
instrument. 

Mr. Harrison: May it please the Court, even so, it 
was an instrument signed July 1,1934, being a form 
of loan and collateral agreement, executed in a 
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transaction wholly unrelated to any issue before this 
Court Under the fact that he or I or anyone else 
signed such a document presented to him by an insti¬ 
tution or a bank in 1934 has absolutely no probative 
value in this case. 

The Court: It has no probative value in this case 
as far as the main issue is concerned, but it has a pro¬ 
bative value to this extent, that if the individual in 
question claims he never signed an instrument of the 
character in issue in this case, certainly it is evidence 
of the fact that such an instrument was signed by 
him, and to that extent would it have probative value, 
and limited to that effect only. 

Mr. Harrison: But the fact that I or Mr. Dollar 
or anyone else signed such an instrument is no evi¬ 
dence that the one signing the instrument had any 
understanding of it or any concern with it. 

The Court: All right, and, together with what I 
said a moment ago, the same ruling. 

(The Document 5-1 was accordingly [1170] 
marked and received in evidence as Defendants’ 
Exhibit No. 13.) 


[Defendants’ Exhibit 13 reads as follows:] 

GENERAL LOAN AND COLLATERAL 
AGREEMENT 

In order to obtain loans from and otherwise deal 
with The Anglo California National Bank of San 
Francisco, of the City of San Francisco, State of 
California, the undersigned agrees that all loans, 
advances or credits hereafter obtained from said 
Bank by the undersigned shall be repayable by the 
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undersigned at said Bank upon demand unless other¬ 
wise agreed in writing at the time, and shall bear in¬ 
terest at rates to be agreed upon; and the under¬ 
signed further agrees, that as security for any and all 
loans, indebtedness, obligation and liability of the 
undersigned to said Bank, now or hereafter existing, 
matured or not matured, absolute or contingent, and 
wherever payable, including such as may arise from 
endorsement of notes, acceptances or any other items, 
or paper discounted by said Bank, or held by said 
Bank as security for any loans or advances of any 
sort whatever, and including overdrafts and indebt¬ 
edness by the undersigned to said Bank on account 
of collections or paper received for collection, said 
Bank shall hold, retain and have a lien upon all prop¬ 
erty, both tangible and intangible, including moneys, 
negotiable instruments, bonds, stocks, commercial 
paper, credits, choses in action, claims and demands 
of every kind at any time in possession or control of 
said Bank or any of its agents or correspondents, or 
in transit to it by mail or carrier, belonging to, for 
account of or subject to the order of the undersigned, 
including property or collateral delivered to said 
Bank for safekeeping; and said Bank shall have the 
following rights and powers in respect to such prop¬ 
erty and collaterals, and every part thereof (in addi¬ 
tion to any other rights which it may have): said 
Bank may at any time or times collect any of such 
collaterals, and it may endorse any thereof in behalf 
and in the name.of the undersigned; and the Presi¬ 
dent, each Vice-President and the Cashier of said 
Bank or their successors in office are hereby ap¬ 
pointed the attomeys-in-fact irrevocable of the un- 
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dersigned for the purpose of making such endorse¬ 
ments ; and in case of the failure of the undersigned 
to pay or discharge when due any such loan, indebt¬ 
edness, obligation or liability, or in case of failure 
of the undersigned to furnish additional collateral 
as hereinafter provided, or in case of the insolvency, 
general assignment, bankruptcy or failure in busi¬ 
ness of the undersigned, said Bank may sell without 
notice any of said property or collaterals at public 
or private sale or at brokers board, with or without 
previous demand of payment and with or without 
previous notice of any kind to the undersigned, and 
deliver the same to the purchaser or purchasers 
thereof, and may apply any and all money or credits, 
including the proceeds of any such sale, and any 
debts, liabilities or balances, due or not due, in favor 
of the undersigned, arising from deposits, discounts, 
collections, items in transit or otherwise, at any time 
owing or due from or chargeable against said Bank, 
or any of its agents or correspondents, to the pay¬ 
ment of expenses of any such sale or sales, (includ¬ 
ing a commission of five per cent, on the amount real¬ 
ized) or of the realization or collection of any of 
said collaterals, or of any of said loans, indebtedness, 
obligation or liability of the undersigned, and to the 
payment of any or all loans, indebtedness, obliga¬ 
tion or liability of the undersigned, whether due or 
not due; and any or all loans, indebtedness, obliga¬ 
tion or liability of the undersigned shall in any of 
the cases above stated become due at the option of 
said B ank ; and at any such sale, whether public or 
private or at brokers board, made by said Bank the 
said Bank or its attomeys-in-fact shall have the 
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right to purchase any of the property sold, directly 
or in the name of any other person. All the provisions 
of law providing for the sale of pledges, and prescrib¬ 
ing the conditions, notice and manner of sale, are 
hereby expressly waived by the undersigned. In case 
the collaterals or property held by said Bank at any 
time securing any loans, indebtedness, obligation or 
liability of the undersigned to said Bank shall at any 
time deteriorate or fall in cash market value, the 
undersigned will, upon written or verbal notification 
from said Bank, reduce the amount of such loans, in¬ 
debtedness, obligation or liability of the undersigned 
to said Bank, or increase the security therefor in pro¬ 
portion to such deterioration or fall in cash market 
value. Said Bank may assign or transfer the whole or 
any part of any indebtedness, obligation or liability 
of the undersigned, and may transfer therewith as 
security therefor the whole or any part of the prop¬ 
erty and collaterals above referred to, and the trans¬ 
feree shall have the same rights and powers with ref¬ 
erence to the indebtedness, obligation or liability 
transferred, and the property and collaterals trans¬ 
ferred therewith, as are hereby given to said Bank. 

Said Bank is hereby authorized to transfer said 
collaterals to its name as pledgee or to the name of 
any nominee designated by it. 

/s/ J. HAROLD DOLLAR 

Witness: R. H. Anderson 

San Francisco, Cal., July 1,1934. 
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Mr. Siegel: And now as a foundation for [1174] 
my next offer of proof, I ask the Court to take judi¬ 
cial notice first of Section 16 of the General Corpora¬ 
tion Law of Delaware, where the Delaware Revised 
Code, 1915, paragraph 208, provides: 

‘‘Whenever any transfer of shares shall be made 
for collateral security, and not absolutely, it [1175] 
shall be so expressed in the entry of the transfer.” 

And next I would like to call the attention of the 
Court to Section 18 of the same Delaware law, which 
provides: 

“Persons holding stock in a fiduciary capacity 
shall be entitled to vote the shares so held, and per¬ 
sons whose stock is pledged shall be entitled to vote, 
unless in the transfer by the pledgor on the books of 
the corporation he shall have expressly impowered 
the pledgees to vote thereon, in which case only the 
pledgee, or his proxie, may represent such stock and 
vote thereon.” 

It is in evidence that Dollar of Delaware, of course, 
was a Delaware corporation. And as a foundation for 
a subsequent offer, I wish to offer paragraph 51, on 
page 35, as follows: 

“Document 2-P-67 is a true copy of the By-Laws 
of Dollar of Delaware in effect at all times up to 
January 20, 1939. Document 2-P-68 is a true copy of 
the By-Laws of American President Lines, Ltd., 
adopted on January 20, 1939.” 

On the basis of that offer of proof, I now offer in 
evidence Document 2-P-67 (handing the document to 
the deputy clerk). 
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The Deputy Clerk: Defendants' Exhibit 14. 

(The copy of Dollar of Delaware By- [1176] 
Laws, heretofore identified as Document 2-P- 
67, was accordingly marked and received in evi¬ 
dence as Defendants' Exhibit No. 14.) 


[Defendants’ Exhibit 14 reads in part as fol¬ 
lows :] 

* * * * * 

TRANSFERS OF STOCK 
43. Transfers of stock shall be made on the books 
of the corporation only by the person named in the 
certificate or by attorney, lawfully constituted in 
writing, and upon surrender of the certificate there¬ 
for. 

REGISTERED STOCKHOLDERS 
45. The corporation shall be entitled to treat the 
holder of record of any share or shares of stock as 
the holder in fact thereof and, accordingly, shall not 
be bound to recognize any equitable or other claim to 
or interest in such share on the part of any other per¬ 
son, whether or not it shall have express or other 
notice thereof, save as expressly provided by the laws 
of Delaware. 


Mr. Siegel: And I call Your Honor’s attention to 
paragraph 45, which provides that the corporation 
shall be entitled to treat the holder of record as the 
owner thereof, for all purposes, except as it expressly 
provided by the laws of Delaware. 

The relevancy of this, if I may say so, briefly, is 
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that, as alleged, the purpose of the Commission was 
to obtain voting control. It is our suggestion, in the 
proof we are about to offer, that if such were the 
intention of the parties, they could not have effected 
that intention in the manner in which they proceeded. 

I next offer in evidence paragraph 20 of Article 5 
of the stipulation, appearing on page 54, line 31: 

“20. Document 5-9 is a true copy of the sheet 
from the stock ledger of Dollar of Delaware (Ameri¬ 
can President Lines, Ltd.) recording the issuance of 
Certificates BX-26, BX-27 and BX-28. Document 
5-10 is a true copy of the sheet from the stock ledger 
of said corporation recording the issuance of Certifi¬ 
cates AX-10 and A-150. Document 5-11 is a true 
copy of a portion of the stock journal of said corpora¬ 
tion showing the transfer of record of the [1177] 
2,099,995 shares of the B stock referred to in para¬ 
graph 15 of this Article V. The same document also 
shows the transfer of record in 1938 to Arthur B. 
Poole, J. Hugh Jackson, Paul E. Hoover, Grant H. 
Wren and Joseph R. Sheehan of the five shares re¬ 
ferred to in paragraph 18 of this Article V and their 
subsequent transfer of record in 1943 to the United 
States Maritime Commission. Document 5-12 is a 
true copy of a portion of the said stock journal show¬ 
ing the transfer of record of the 63,893 shares of A 
stock referred to in paragraph 15 of this Article V. 
Document 5-13 is a true copy of a portion of said 
journal showing the transfer of record of the 49,313 
shares of A stock referred to in paragraph 17 of this 
Article V. 

“21. At all times since the entries shown in Docu- 
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ments 5-9 to 5-13, inclusive, said stock has remained 
on the records of Dollar of Delaware (American 
President Lines, Ltd.) as there shown. There are no 
other entries on the stock records of said corporation 
pertaining to the said stock on or since October 26, 
1938.” 

Mr. Siegel (continuing): I will now offer in evi¬ 
dence as the defendants’ exhibit next in order, Docu¬ 
ment 5-9. 

The Deputy Clerk: Defendant’s Exhibit 15. 

(The copy of Stock Ledger Sheet of [1178] 
Dollar of Delaware, heretofore identified as 
Document 5-9, was accordingly marked and re¬ 
ceived in evidence as Defendants’ Exhibit 15.) 


[Defendants’ Exhibit 15 reads in part as fol¬ 
lows :] 


[Note: Longhand writing is in italic type] 
Name: United States Maritime Commission 


Address: 

Washington, D. C. 

Certificates Issued 


Date 

Journal 

Certificate 

Number of 

1938 

Folio 

Number 

Shares 

Oct. 26 

2 

B x 26 

2,099,994 

1943 

2 

B x 27 

1 

Nov . 1 

2 

B x 28 

5 


[“Certificate cancelled” column omitted] 


Mr. Siegel: I merely ask Your Honor to note that 
the stock issued in the name of the Maritime Com- 
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mission without any statement “as pledgee” con¬ 
tained thereon. 

I next offer in evidence as the defendants’ exhibit 
next in order Document 5-10 (handing the document 
to the deputy clerk), with the same comment 
The Deputy Clerk: Defendants’ Exhibit 16. 
(The copy of Dollar of Delaware Stock 
Ledger Sheet, heretofore identified as Document 
5-10, was accordingly marked and received in 
evidence as Defendants’ Exhibit No. 16.) 


[Defendants’ Exhibit 16 reads in part as fol¬ 
lows:] 

[Note: Longhand writing is in italic type] 

Name: United States Maritime Commission 
Address: Washington, D. C. 


Date 

Certificates Issued 

Journal Certificate 

Number of 

19 38 

Folio 

Number 

Shares 

Oct. 26 

26 

Ax 10 

63,893 

1941 

Sept. 22 

35 

A 150 

49J13 


[“Certificate cancelled” column omitted] 


Mr. Siegel: I next offer in evidence as the de¬ 
fendants’ exhibit next in order, Document 5-11, with 
the same comment (handing the document to the dep¬ 
uty clerk). 

The Deputy Clerk: Defendants’Exhibit 17. 

(The copy of portion of Stock Journal of Dol¬ 
lar of Delaware, heretofore identified as Docu¬ 
ment 5-11, was accordingly marked and received 
in evidence as Defendants’ Exhibit No. 17.) 


vs. Emory S. Land, et al 


1461 


[Defendants’ Exhibit 17 reads in part as fol¬ 
lows :] 


[Note: Longhand writing is in italic type] 

Certificates Issued 
Total 


Date 

In Whose Favor 

No. 

No. 

1938 


Certificate 

Shares 

Oct. 24 

Dollar Steamship Line 

B x 16 

1 

Oct. 24 

Dollar Steamship Line 

B x 17 

1 

Oct. 24 

Dollar Steamship Line 

B x 18 

1 

Oct. 24 

Dollar Steamship Line 

B x 19 

1 

Oct. 24 

Dollar Steamship Line 

B x 20 

1 

Oct. 24 

Arthur B. Poole 

Bx21 

1 

Oct. 24 

J. Hugh. Jackson 

B x 22 

1 

Oct. 24 

Paul E. Hoover 

B x 23 

1 

Oct. 24 

Grant H. Wren 

B x 24 

1 

Oct. 24 

Joseph R. Shecdan 

B x 25 

1 

Oct. 26 

United States Maritime Comm. 

B x 26 

2,099,994 

Oct. 26 
1943 

United States Maritime Comm. 

B x 27 

1 

Nov. 1 

United States Maritime Comm. 

B x 28 

5 

Mr. 

Siegel: I next offer in 

evidence, 

as the de- 


fendants’ exhibit next in order, Document 5-12, with 


the same comment (handing the document to the 
deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit [1179] 
18. 

(The copy of portion of Dollar of Delaware 
Stock Journal heretofore identified as Docu¬ 
ment 5-12 was accordingly marked and received 
in evidence as Defendants’ Exhibit No. 18.) 

[Defendants’ Exhibit 18 reads in part as fol¬ 
lows: 

[Note: Longhand writing is in italic type] 

Certificates Issued 

Date In Whose Favor No. No. 

1938 Certificate Shares 

Oct. 26 United States Maritime Comm. A x 10 63,893 

* * * * * 
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Mr. Siegel: I next offer in evidence, as the defend¬ 
ants’ exhibit next in order, Document 5-13, with the 
same comment (handing the document to the deputy 
clerk). 

The Deputy Clerk: Defendants’ Exhibit 19. 

(The copy of portion of Dollar of Delaware 
Journal, heretofore identified as Document 5-13, 
was accordingly marked and received in evi¬ 
dence as Defendants’ Exhibit No. 19.) 


[Defendants’ Exhibit 19 reads in part as fol¬ 
lows:] 

[Note: Longhand writing is in italic type] 

Certificates Issued 

Date In Whose Favor No. No. 

1941 Certificate Shares 

Sept . 22 United States Maritime Com¬ 
mission , Wash. D. C . A 150 49 y 313 

* * * * * 


Mr. Siegel: This concludes our proof on the form 
of the transfers, if the Court please, and we next turn 
to the proof which we will offer to show that the 
parties expressly avowed the transfer to be one of 
ownership. And as foundation for our first offer I 
wish to offer in evidence paragraph 11 of Article 16 
of the stipulation, appearing on page 106, line 31: 

“11. Document 16-7 is a true copy of an order 
made on September 12, 1938, in the Superior Court 
in the State of California in and for the County of 
Marin in the Matter of the Estate of John Harold 
Dollar, also known as J. Harold Dollar, deceased, 
No. 5160. This order was obtained upon a petition of 
which Document 16-8 is a true copy. Said petition 
was signed and verified on August 31, 1938, [1180] 
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filed on September 2,1938, and presented to the court 
by Mr. Ferguson on September 12,1938. 

“12. Mr. Ferguson transmitted to Mr. Laughlin 
copies of Documents 16-7 and 16-8 by letter of which 
Document 16-9 is a true copy.” 

Mr. Siegel (continuing): I will next offer in evi¬ 
dence, if Your Honor please, Document 16-8, as the 
defendants’ exhibit next in order. 

Mr. Harrison: May I offer an objection, if it 
please the Court? 

The Court (to Mr. Siegel) : How about Document 
16-7? 

Mr. Siegel: That will come in next, if Your Honor 
please. 

Mr. Harrison: The document which I now have 
before me and which has been offered in evidence, 
may it please the Court, is a petition signed by Rob¬ 
ert Dollar, II, and Keith R. Ferguson, as executors 
of the last will and testament of John Harold Dollar, 
also known as J. Harold Dollar, in the Superior 
Court of the State of California, in and for the 
County of Marin. 

I object to the offer upon the following grounds: 

First, that it is not binding upon any party to this 
case, as neither of these plaintiffs were signatories to 
the petition or predecessors in interest, and it was 
not known to them and not binding upon [1181] 
them. 

And upon the second and further ground that the 
statements contained in this petition are made by the 
executors of the will of a decedent, and under the 
laws of the State of California, the executors have 
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no interest in the property what act in a purely rep¬ 
resentative capacity, and their admissions are not 
binding upon the owners of the property, to whom, 
under the laws of the State of California, all prop¬ 
erty passes directly by will, subject only to proceed¬ 
ings in probate for the protection of creditors, and 
the administration of the estate under the laws of the 
State of California. And, for those reasons, the state¬ 
ments contained therein are binding upon no one. 

Mr. Siegel: If the Court please, counsel has made 
his objection without my having an opportunity to 
call Your Honor's attention to the nature of the docu¬ 
ment or to who signed it. The Adjustment Plan, if 
Your Honor please, specifically provides that the 
executors of the J. Harold Dollar estate are parties 
thereto. They being parties to the contract, and the 
petition here made having been authorized by the 
Court, there would seem to be little doubt whatever 
that the statements which they made are of vital 
bearing on the true construction of the intention of 
the parties to the contract. 

The Court: I take it that the petition to the [1183] 
Probate Court of the county hereinbefore mentioned, 
by the executors, is for an order of the Court author¬ 
izing them to sell the stocks, under the plan orig¬ 
inally agreed upon. 

Mr. Siegel: That is correct. 

The Court: Now, are the same executors who 
petitioned the court, the executors to the parties to 
the transaction? 

Mr. Siegel: Yes, Your Honor, the same. 

The Court: Admitted. 
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(The petition of executors of last will and tes¬ 
tament of J. Harold Dollar, heretofore identi¬ 
fied as Document No. 16-8, was accordingly 
marked and received in evidence as Defendants’ 
Exhibit No. 20.) 


[Defendants’ Exhibit 20 reads as follows 
(omitting attachments B and C which are copies 
of the agreements of August 15 and 19,1938:] 

In the Superior Court of the State of California, 
In and For the County of Marin. 

No. 5160 

In the Matter of the Estate of JOHN HAROLD 
DOLLAR, also known as J. HAROLD DOL¬ 
LAR, 

Deceased. 

PETITION OF EXECUTORS FOR ORDER 
AUTHORIZING SALE OF STOCKS AND 
APPROVING AND CONFIRMING AGREE¬ 
MENT RESPECTING ADJUSTMENT PLAN 

OF DOLLAR STEAMSHIP LINES INC., LTD. 

To the Honorable The Superior Court of the State 
of California, In and For the County of Marin: 

The Petition of Robert Dollar II, and Keith R. 

Ferguson, Executors of the last will and testa¬ 
ment of John Harold Dollar, also known as J. 

Harold Dollar, deceased, respectfully shows: 

I. 

That John Harold Dollar, also known as J. Har¬ 
old Dollar, the above-named deceased, died testate 
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on the 7th day of April, 1936, and that Robert 
Dollar II and Keith R. Ferguson are now, and 
have been since the 24th day of April, 1936, the 
duly appointed, qualified and acting Executors of 
the last will and testament of said deceased, which 
will was duly admitted to probate herein on April 
24, 1936. 

II. 

That on the 6th day of May, 1936, H. De La 
Montanya was duly appointed by this Court, as 
the sole appraiser of the above-entitled Estate, and 
that the Executors of said Estate have duly pre¬ 
pared and placed in the hands of said Appraiser an 
Inventory of all of the assets of said estate, but that 
by reason of the fact that the greater portion of 
the assets of said Estate consist of shares of stock 
of Steamship companies which is closely held, and 
not listed on the market, the Appraiser has, as yet, 
been unable to complete and file an appraisement 
of the assets of said Estate. 

m. 

That on the 29th day of January, 1938, said 
Executors of said Estate filed their First Account 
of their administration, and on the 11th day of 
February, 1938, said account was approved, allowed 
and settled. 

IV. 

That said Estate is the owner of 24,107 shares of 
Class ‘A’ capital stock of Dollar Steamship Lines 
Inc., Ltd.; it is also the owner of 11,273 shares Class 
‘A’ capital stock of Dollar Steamship Lines Inc., 
Ltd., and the owner of an undivided one-third (%) 
of 6,660 shares of Class ‘A’ capital stock of Dollar 
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Steamship Lines Inc., Ltd., which latter 11,273 
shares and the one-third (%) undivided interest 
in said 6,660 shares is pledged to secure the pay¬ 
ment of obligations to Anglo California National 
Bank of San Francisco. 

That said Estate is the owner of approximately 
forty per cent (40%) of the issued and outstanding 
capital stock of The Robert Dollar Co. That The 
Robert Dollar Co. is the owner of 227,790 shares 
of Class ‘B’ capital stock of Dollar Steamship Lines 
Inc., Ltd., and is the owner of 43,912% shares of 
the capital stock of Dollar Steamship Line, a Cali¬ 
fornia corporation, being over thirty-five per cent 
(35%) of a total authorized and issued capital 
stock of 125,000 shares; that the above-named Estate 
is the owner of 6,175% shares of the capital stock 
of Dollar Steamship Line, a California corpora¬ 
tion, and is the owner of a large block of stock of 
Dollar Investment Company, which, in turn, is the 
owner of 29,155 shares of the capital stock of Dollar 
Steamship Line, a California corporation, being 
over twenty-three per cent (23%) of the total auth¬ 
orized and issued capital stock. 

V. 

That Dollar Steamship Line, a California cor¬ 
poration is indebted to the United States of America 
on certain Ship Mortgage Notes in the principal 
amount of $3,574,310.56, and that Dollar Steamship 
Lines Inc., Ltd., a Delaware corporation, was, on 
June 30, 1938, indebted to the United States of 
America in the principal amount of $7,584,093.66, 
together with interest, and indebted to other credi¬ 
tors on June 30, 1938, in the sum of $5,700,134.87, 
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a total indebtedness of $13,284,228.53, all as shown 
by the affidavit of D. T. Buckley, hereto attached, 
marked “Exhibit ‘B’ ”, and by reference made a 
part hereof. That The Robert Dollar Co. is in¬ 
debted, in the sum of $1,500,000 to Dollar Steam¬ 
ship Lines Ltd., (Hongkong), a British corpora¬ 
tion, all of whose stock is owned by Dollar Steam¬ 
ship Line of California. 

VI. 

That in the opinion of your Petitioners, the value 
of the vessels of Dollar Steamship Lines, Inc., Ltd., 
a Delaware corporation, at a forced sale, would be 
insufficient to pay its indebtedness to the United 
States of America, and that in the event of fore¬ 
closure of the mortgages on said vessels, there would 
be a deficiency judgment entered against Dollar 
Steamship Line, a California corporation in a very 
substantial amount, which would thereby cause a 
great, if not a total loss in the value of the holdings 
of the Estate in the capital stock of Dollar Steam¬ 
ship Line, a California corporation. 

VII. 

That an Agreement Respecting Adjustment Plan 
of Dollar Steamship Lines Inc., Ltd., a copy of 
which Agreement is hereto attached, marked “Ex¬ 
hibit ‘B’ ”, and by reference made a part of this 
Petition; and a Supplemental Agreement Respect¬ 
ing Adjustment Plan of Dollar Steamship Lines 
Inc., Ltd., copy of which Agreement is hereto at¬ 
tached, marked “Exhibit ‘C’ ”, and by reference 
made a part of this Petition, has been negotiated 
and executed by the parties thereto, and signed by 
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your Petitioners subject to confirmation by this 
Court. 

VUI. 

That to comply with the provisions of said Agree¬ 
ments, Exhibits £ B’ and C C\ Dollar Steamship Line, 
a California corporation, will procure from Dollar 
Steamship Lines Ltd., (Hongkong), a British cor¬ 
poration, the note of The Robert Dollar Co. in the 
sum of $1,500,000 and will cause the full satisfaction 
of said note and indebtedness to be made in con¬ 
sideration of the transfer by The Robert Dollar Co. 
of certain office furniture, furnishings, fixtures and 
equipment and other property referred to in Para¬ 
graph 9 of the Agreement marked “Exhibit £ B’ ” 
and the cancellation of the exceedingly valuable 
Management Agreement Referred to in Paragraph 
7 of said Agreement marked “Exhibit £ B\” 

IX. 

That your Petitioners are informed and believe 
that the Agreements marked “Exhibits £ B ? and 
‘C’” are to the best interests of the Estate, its 
creditors, beneficiaries under the will of said de¬ 
ceased, and all persons interested in said Estate, 
in that the consideration for the transfer of the 
Class £ A ? stock of Dollar Steamship Lines Inc., 
Ltd., to the United States Maritime Commission 
will increase the value of the stock owned by the 
Estate in The Robert Dollar Co., Dollar Investment 
Co., Dollar Steamship Line, a California corpora¬ 
tion, and other corporations in which the Estate is 
interested, many times that of the value of the 
Class £ A’ stock of Dollar Steamship Lines Inc., 
Ltd., a Delaware corporation. 
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X. 

That your Petitioners, believing it to be for the 
best interests of the above-named Estate, its credi¬ 
tors beneficiaries under the will of the above-named 
deceased, and all persons interested in said Estate 
have executed said Agreements subject to the con¬ 
firmation and approval of this Court. 

Wherefore, Petitioners pray that this Court en¬ 
ter its Order approving and confirming the execu¬ 
tion by your Petitioners, of said Agreements hereto 
attached, marked “Exhibit ‘B ? and ‘C’ J \ and auth¬ 
orizing and directing your Petitioners, as the Exe¬ 
cutors of the last will and testament of the above- 
named deceased, to transfer all right, title and 
interest of the above estate in and to 24,107 shares 
of Class ‘A' stock of Dollar Steamship Lines Inc., 
Ltd., a Delaware corporation, unencumbered; and 
to transfer 11,273 shares of Class ‘A’ capital stock, 
together with a one-third (%) undivided interest 
in an additional 6,660 shares of said Class ‘A’, 
capital stock of Dollar Steamship Lines Inc., Ltd., 
a Delaware corporation, subject to the pledge agree¬ 
ment thereof with Anglo California National Bank 
of San Francisco, and that your Petitioners be 
further authorized and directed to do all the things 
and take all the steps, acts and proceedings, and 
execute and deliver all certificates, documents, in¬ 
struments and writings that may be necessary or 
proper to be done on the part of the J. Harold 
Dollar Estate, and/or Harold Dollar Estate, to 
accomplish or facilitate the consummation of the 
transactions and deeds referred to and set forth 
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in said agreements marked “Exhibit and 6 C 7 77 
attached to this Petition. 

ROBERT DOLLAR, II, 

Robert Dollar II, 

KEITH R. FERGUSON, 

Keith R. Ferguson, 

Petitioners. 

KEITH R. FERGUSON, 
Attorney for Petitioners. 

State of California, 

City and County of San Francisco—ss. 

Robert Dollar II and Keith R. Ferguson, being 
first duly sworn, deposes and says, each for himself 
and not for the other: 

That he is now and has been, during all the times 
in the foregoing Petition of Executors for Order 
Authorizing Sale of Stocks and Approving and 
Co n fi rmin g Agreement Respecting Adjustment Plan 
of Dollar Steamship Lines Inc., Ltd., mentioned, 
one of the duly appointed, qualified, and acting 
Executors of the Last Will and Testament of John 
Harold Dollar, also known as J. Harold Dollar, 
deceased; that he has read the foregoing Petition; 
that he knows the contents thereof, and that the 
same is true of his own knowledge, except as to 
the matters therein stated on information and be¬ 
lief, and as to those matters, that he believes it to 
be true. 


ROBERT DOLLAR II. 
KEITH R. FERGUSON. 
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Subscribed and sworn to before me this 31st day 
of August, 1938. 

(Seal) IRENE K. APPLAS, 

Notary Public in and for the City and County of 
San Francisco, State of California. 

My Commission expires: Jan. 8, 1939. 

EXHIBIT ‘A’ 

In the Superior Court of the State of California, 
In and For the County of Marin. 

No. 5160 

In the Matter of the Estate of JOHN HAROLD 
DOLLAR, also known as J. HAROLD DOL¬ 
LAR, 

Deceased. 

Affidavit of Mr. D. T. Buckley in Support of Peti¬ 
tion of Executors for Order Authorizing Sale 
of Stocks and Approving and Confirming Agree¬ 
ment Respecting Adjustment Plan of Dollar 
Steamship Lines Inc., Ltd. 

State of California, 

City and County of San Francisco—ss. 

Mr. D. T. Buckley, being first duly sworn, deposes 
and says that he is an officer of Dollar Steamship 
Lines Inc., Ltd., to wit: 

The Secretary and Comptroller thereof, having 
supervision of all the accounts of that corporation. 

That Affiant is also the Secretary and Chief Ac¬ 
counting Officer of Dollar Steamship Line, a Cali¬ 
fornia corporation. 

That Dollar Steamship Line, a California cor- 
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poration, is the maker of certain ships 7 mortgage 
notes on which there is a principal amount of 
$3,574,310.56 presently due and unpaid, together 
with interest thereon, which mortgage notes are 
secured by mortgages on the following vessels: 

SS President Taft, 

SS President Cleveland, 

SS President Wilson, 

SS President Lincoln, 

SS President Pierce, 

SS President Hayes, 

SS President Garfield, 

SS President Adams, 

SS President Harrison, 

SS President Van Buren, 

SS President Polk, 

SS President Monroe. 

That said mortgage notes have been assumed by 
Dollar Steamship Lines Inc., Ltd., a Delaware cor¬ 
poration, the liability of Dollar Steamship Line, 
a California corporation, being contingent upon 
failure of Dollar Steamship Lines Inc., Ltd., a 
Delaware corporation, to pay said notes on ma¬ 
turity. 

Affiant further states that Dollar Steamship Lines 
Inc., Ltd., a Delaware corporation, was indebted to 
the United States of America on June 30, 1938, 
in principal amount of $7,584,093.66, together with 
interest, which indebtedness is evidenced by certain 
ship mortgage notes and secured by mortgages on 
all of the vessels of Dollar Steamship Lines Inc., 
Ltd. 


1474 


B. Stanley Dollar, et al 


That the principal indebtedness of said company 
to other creditors on June 30, 1938, was $5,700,- 
134.87. 

That the total principal indebtedness of Dollar 
Steamship Lines Inc., Ltd., on June 30, 1938, was 
$13^84^28.53. 

/s/ D. T. BUCKLEY 

Subscribed and sworn to before me, this 1st day 
of September, 1938. 

(Seal) /s/ IRENE K. APPLAS, 

Notary Public in and for the City and County of 

San Francisco, State of California. 

* * * * * 


* * * * * 

Mr. Siegel (continuing): If the Court [1188] 
please, merely to establish the authority of the peti¬ 
tioners to proceed pursuant to their petition, we now 
offer in evidence, also, Document 16-7, which is the 
order of the Court confirming the authority of the 
petitioners, in accordance with the petition. 

Mr. Harrison: May it please the Court, in the 
first place we object to this on the ground that no 
party other than Robert Dollar, II, is the predecessor 
of any plaintiff in this case, and, therefore, that none 
of the statements are binding upon any plaintiff 
herein; and, secondly, there is no statement contained 
in the body of the petition, or in this order, which in 
any manner refers to the intent or meaning of the 
contract of August 15, nor to the Adjustment Plan. 

And, finally, under the laws of the State of Cali¬ 
fornia, the petitioners in that proceedings have no 
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authority to make any admissions binding upon the 
plaintiffs here. 

Under the laws of the State of California, no valid 
proceedings for sale were possible, under this order, 
so that the Code and the laws of the State of Cali¬ 
fornia governing such a matter would not therefore 
govern. 

The Court: Well, Mr. Harrison, I understand the 
purpose of the proffer was merely to throw light, if 
light can be thrown, on the intention of the parties, 
in so far as the interpretation of the agreement of 
August 15,1938, is concerned. [1189] And, most cer¬ 
tainly, anything in the nature of what the executors of 
the estate of J. Harold Dollar have done, most cer¬ 
tainly is not done for Mr. R. Stanley Dollar, but sub¬ 
ject to limitations already expressed, inasmuch as the 
basic issue involved here is the interpretation of the 
agreement. 

If you can produce evidence, in the nature of the 
proceedings of the Maritime Commission, or in the 
statements made of record by Mr. Laughlin and by 
others, then of course you may introduce evidence to 
counter the proffer here. 

Most certainly that is the most important issue to 
be determined, and I have permitted evidence within 
the limitations expressed by the Court at the time, 
of what was said in an income tax return filed by Mr. 
R. Stanley Dollar—not in any way conclusive upon 
him, however, because he may have had it prepared 
and presumably he did, by an auditor or by an income 
tax expert. 

Also within those limitations now repeated and 
thus expressed by me at this juncture, admitted. 
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(The California Superior Court order, here¬ 
tofore identified as Document No. 16-7, was 
accordingly marked and received in evidence as 
Defendants’ Exhibit No. 21.) 

[Defendants 7 Exhibit 21 reads as follows:] 

In the Superior Court of the State of California, in 
and for the County of Marin 

No. 5160 

In the Matter of the Estate of John Harold Dollar, 
also known as J. Harold Dollar, Deceased. 

Order Authorizing Sale of Stocks and Approving 
and Confirming Agreement Respecting Adjust¬ 
ment Plan of Dollar Steamship Lines Inc. Ltd., 
as Executed by Executor. 

The Petition of Robert Dollar II and Keith R. 
Ferguson, Executors of the Last Will and Testament 
of the above named decedent for an Order Authoriz¬ 
ing Sale of Stocks and Approving and confirming 
Agreement respecting Adjustment Plan of Dollar 
Steamship Lines Inc., Ltd., coming on regularly to be 
heard this 12th day of September, 1938, the peti¬ 
tioners appearing in person and by their attorney, 
Keith R. Ferguson, Esq., and proof being made to 
the satisfaction of this Court that due notice of the 
time and place of the hearing of said Petition has 
been given in the manner and for the time required 
by law; and the Anglo California National Bank of 
San Francisco, California, and the Seattle-First 
National Bank of Seattle, Washington, having the 
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two largest claims on file against said Estate, and 
Agnes Barr Dollar and Alice Barr Dollar, widow and 
daughter of the above named deceased, all having, 
in writing, waived notice of the time and place of 
the hearing of said Petition and giving their consent 
to the entry of an order by this Court approving and 
confirming said agreement respecting Adjustment 
Plan of Dollar Steamship Lines Inc., Ltd., which 
said written waivers and consents have been filed 
herein, and oral and documentary evidence having 
been introduced, and it appearing to the satisfaction 
of the Court that the allegations of said Petition are 
true, and it further appearing to the Court and the 
Court hereby finding that the agreement and supple¬ 
mental agreement respecting Adjustment Plan of 
Dollar Steamship Lines Inc., Ltd., copies of which 
are attached to said Petition marked Exhibits “B” 
and “C”, and the consummation of the acts and 
things therein required to be done and performed, 
are for the best interests of the Estate and its credi¬ 
tors and of the heirs and beneficiaries under the Will 
of said deceased; and the Court being fully advised 
in the premises, and no creditor, beneficiary, or heir 
of the above named deceased or other person inter¬ 
ested in the Estate appearing or m ak in g any objec¬ 
tion to the granting of said petition; 

It Is Hereby Ordered, Adjudged, and Decreed that 
the Petition of Robert Dollar II and Keith R. Fer¬ 
guson, Executors of the Last Will and Testament of 
John Harold Dollar also known as J. Harold Dollar, 
Deceased, for order authorizing sale of stocks and 
approving and confi rmin g the agreement and supple- 
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mental agreement respecting Adjustment Plan of 
Dollar Steamship Lines Inc., Ltd., copies of which 
agreement and supplemental agreement are attached 
to said Petition and marked Exhibits “B” and “C” 
be, and the same is hereby approved and confirmed, 
and 

It Is Further Ordered, Adjudged and Decreed 
that the execution by Robert Dollar II and Keith R. 
Ferguson as Executors of the Last Will and Testa¬ 
ment of J. Harold Dollar, Deceased, of the agreement 
and supplemental agreement respecting Adjustment 
Plan of Dollar Steamship Lines Inc., Ltd., copies of 
which are attached to said Petition and marked Ex¬ 
hibits “B ?? and “C” be, and the same is hereby ap¬ 
proved and confirmed, and 

It Is Further Ordered, Adjudged and Decreed that 
Robert Dollar II and Keith R. Ferguson as Execu¬ 
tors of the above named Estate be, and they are 
hereby authorized and directed to transfer all right, 
title, and interest of the above entitled Estate in and 
to 24,107 shares of class A stock of Dollar Steamship 
Lines Inc., Ltd., a Delaware corporation, unencum¬ 
bered ; and to transfer 11,273 shares of class A capital 
stock, together with one-third (1/3) interest in addi¬ 
tional 6,660 shares of said class A capital stock of 
Dollar Steamship Lines Inc., Ltd., a Delaware cor¬ 
poration, subject to the pledge agreement thereof 
with Anglo California National Bank of San Fran¬ 
cisco to the United States Maritime Commission or 
its nominee; and 

It Is Further Ordered, Adjudged and Decreed that 
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said Robert Dollar II and Keith R. Ferguson as said 
Executors be, and they are hereby authorized and 
directed to do all the things and take all the steps, 
acts and proceedings, and execute and deliver all 
certificates, documents, instruments and writings 
that may be necessary or proper to be done on the 
part of the above entitled Estate to accomplish or 
facilitate the consummation of the transactions and 
deeds referred to and set forth in said agreement 
and supplemental agreement, copies of which are 
attached to said Petition and marked Exhibits “B” 
and “C”. 

Done in open Court this 12th day of September, 
1938. 

EDWARD I. BUTLER 
Superior Judge 

The within instrument is a correct copy of the 
original on file in this office. Attest: Sept. 12, 1938. 
Geo. S. Jones, County Clerk and ex-officio Clerk of 
the Superior Court of the State of California, In and 
for the County of Marin. 

By (illegible) 

Deputy Clerk. 

[Endorsed: Filed Sept. 12, 1938.] 


* * * * * 

The Court: Mr. Harrison, when was J. [1191] 
Harold Dollar’s Estate, Inc., formed? 

Mr. Harrison: In 1936, Your Honor. It [1192] 
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was a successor in interest to the property of the 
beneficiaries under the will of J. Harold Dollar. 

Mr. Siegel: The corporation was not formed on 
that date, was it? 

Mr. Harrison: Yes. 

Mr. Siegel: Oh, no—1945. 

Mr. Harrison: It was 1940,1 understand. 

The Court: 1940? 

Mr. Harrison: Yes, sir. 

Mr. Siegel: I next offer in evidence, may it please 
the Court, as defendants’ exhibit next in order, Doc¬ 
ument 16-9 which has been identified in the stipula¬ 
tion as the letter written by Mr. Ferguson to Mr. 
Laughlin, transmitting the petition and order of 
court to Mr. Laughlin (handing the copy of letter to 
the deputy clerk). 

(Copy of letter September 14,1938, Ferguson 
to Laughlin, heretofore identified as Document 
No. 16-9, was accordingly marked and received 
in evidence as Defendants’ Exhibit No. 22.) 

* * * * * 

Mr. Harrison: Before counsel reads it, may I 
merely have the record show the same objection, Your 
Honor? 

The Court: And the same ruling. All right. 
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[Defendants’ Exhibit 22 reads as follows:] 
[Keith R. Ferguson Letterhead] 

September 14,1938. 

Mr. Reginald S. Laughlin, 

Special Counsel, United States, 

Maritime Commission, 

Standard Oil Building, 

San Francisco, California. 

Dear Mr. Laughlin: 

Re: Plan of Reorganization—Dollar 
Steamship Lines Inc., Ltd. 

X 

Enclosed please find two certified copies of the 
order of the Superior Court of the State of Califor¬ 
nia, in and for the County of Marin, in that certain 
proceedings entitled “In the matter of the Estate of 
J. Harold Dollar, Deceased”, authorizing sale of 
stocks and approving and confirming agreement re¬ 
specting Adjustment Plan of Dollar Steamship Lines 
Inc., Ltd., as executed by executors. 

Very truly yours, 

/s/ KEITH R. FERGUSON 
Keith R. Ferguson 

KRF anpe 
Enclosures (2) 

• * * * • 


Mr. Siegel: And Your Honor will also note Fer¬ 
guson was counsel for Dollar of California and R. 
Stanley Dollar. 


1482 


R. Stanley Dollar, et al 


Merely as foundation for the next offer of proof, I 
do wish to offer the last will and testament of J. 
Harold Dollar. This will shows that Robert Dollar 
and Keith R. Ferguson were not merely executors 
but trustees with title, and Robert Dollar, II, was 
beneficiary under the will and, therefore, in any view 
his admissions are binding on him and his successors 
in interest. And it is for that purpose we offer this 
last will and testament. 

Mr. Harrison: I would not have objected to the 
will otherwise, Your Honor. But to say that the minor 
children of J. Harold Dollar, deceased, are bound by 
the statements of trustees appointed under the will 
of their father, deceased, is indeed a new theory to me, 
and I object to it on that ground. 

Mr. Siegel: That is not our sole theory, if [1194] 
the Court please. We are seeking to show title in the 
trustees; and, as regards Robert Dollar, II, and any 
successors in interest of his, of which the plaintiffs 
necessarily are, they are bound by the proof I am 
about to offer. 

The Court: There are R. Stanley Dollar, the J. 
Harold Dollar Estates Company, a California cor¬ 
poration, and H. M. Lorber. Have there been addi¬ 
tional parties? 

Mr. Siegel: No, if Your Honor please. The J. 
Harold Dollar Estate, in the stipulation, is the dis¬ 
tributee of all the property of the J. Harold Dollar 
Estate. 

The Court: But the order of the court was [1195] 
an order sought by the executors and grantors? 

Mr. Siegel: That is correct. And this offer I now 
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make, if the Court please, was merely to establish, in 
addition to the grounds already shown, there is a 
definite succession in interest on the part of J. Har¬ 
old Dollar Estate Company to the extent that they 
succeeded to the interests of Robert Dollar the II 
under this will. 

Mr. Harrison: The fact of the matter is, if Your 
Honor please, that that succession is in evidence and 
is stipulated to. But in fact, if counsel is familiar 
with the proceedings, the trust was dissolved. 

The Court: Apart from that, I will exclude the 
evidence. 

Mr. Siegel: I next offer, if Your Honor please, a 
certified copy of a petition filed September 19,1939, 
by the executors of the J. Harold Dollar estate. 

But first, Your Honor, may this document that has 
been excluded be marked as Defendants’ Exhibit 23 
for identification ? 

The Court: Very well. 

(The copy of last will and testament of J. 
Harold Dollar was accordingly marked for iden¬ 
tification as Defendants’ Exhibit No. 23.) 

Mr. Harrison: (To Mr. Siegel) And may I see 
the document before you offer it? 

Mr. Siegel: Surely (handing the petition filed 
September 19,1939, to counsel). [1196] 

Mr. Harrison, all I intend to offer is paragraph 
10, at the bottom of page 4 and the top of page 5. 

If Your Honor please, I now offer in evidence a 
certified copy of petition signed by Robert Dollar the 
II and Keith R. Ferguson. 

Mr. Harrison: The objection to this, in addition 
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to those already stated, in reference to documents 
concerning the estate, we wish to add the statement 
that this document was more than a year subsequent 
to the transaction involved and is merely the state¬ 
ment of the petitioners as executors of the will of J. 
Harold Dollar, deceased. 

Mr. Siegel: If Your Honor please, it stands upon 
at least the same footing as the admission made by 
R. Stanley Dollar in his tax return, and the statement 
I wish Your Honor to pass upon is very brief, if I 
may read it—paragraph 10, appearing at the bottom 
of page 4 of this petition, as follows: 

“The claim of the Anglo California National Bank 
for the $112,725.54 is secured by 1,273 shares of the 
capital stock of Dollar Steamship Lines Inc., Ltd., 
now named American President Lines. The equity of 
the Estate in this stock was, however, transferred to 
the United States Maritime Commission pursuant to 
the Order of this Court dated September 12,1938.” 

The Court: That is merely cumulative, isn’t it? 

Mr. Siegel: If Your Honor please, we re- [1197] 
gard this as an unequivocal admission. If Your 
Honor please, the plaintiffs will argue in this case 
that the word “sale” was never used in the transac¬ 
tion and probably was therefore merely taken be¬ 
cause of the wording of the statute. 

Here is an unequivocal admission, not using the 
word “sale” from the statute, but indicating on the 
part of Mr. Ferguson, counsel for all the plaintiffs 
in this case, in the drafting of the instruments and 
in the closing of this transaction, that the equity in 
the stock, the interest of ownership thereof, was 
transferred to the Commission under the Adjust¬ 
ment Plan. 
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Mr. Harrison: Counsel is arguing on this docu¬ 
ment to considerable length as to the meaning of a 
statement made by two executors a year after the 
transaction, obviously not the predecessors in inter¬ 
est at all. And, actually, all that was said was that the 
property was transferred; and, of course, the very 
question here was how it was transferred. 

The Court: As I say, gentlemen, the proffer is 
merely cumulative, because the petition to the Court 
was more an order of sale, and the order of the Court 
relates to the petition. 

Mr. Siegel: But the plaintiffs offered to prove 
that the word “sale” had not been used as such, and 
hence should not be given the significance otherwise 
attached to it. 

Mr. Harrison: It is not used here. 

The Court: It is used in the petition, [1198] 
and it is used in the order of the Court, at least 
in the heading of the order of the Court. I will 
exclude it. 

Mr. Siegel: May we have the document marked 
for identification? 

The Court: Very well. 

The Deputy Clerk: Defendants’ Exhibit No. 24 
for identification. 

(The copy of petition filed September 19, 
1939, was accordingly marked for identification 
as Defendants’ Exhibit No. 24.) 

Mr. Siegel: If the Court please, during the cross- 
examination of Mr. Dollar we offered in evidence, 
evidence which we thought constituted admissions 
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by Mr. Dollar that the transfer constituted one 
of ownership, and I merely now invite Your 
Honor’s attention to the documents which were 
then offered in evidence, the first being the letter 
of J. H. Rosenbaum, dated September 11, 1938, 
and which is Defendants’ Exhibit No. 6. 


[Defendants’ Exhibit 6 reads as follows:] 

September 11, 1940. 

Hon. Emory S. Land, Chairman, 

TJ. S. Maritime Commission, 

Washington, D. C. 

Dear Mr. Chairman: 

As attorney for Mr. R. Stanley Dollar and for 
the benefit of other former stockholders of record 
of American Lines (formerly Dollar Lines of Dela¬ 
ware) and in the interest of the American Merchant 
Marine and national defense, I have been retained 
by Mr. R. Stanley Dollar to take appropriate steps 
looking to the return of 2,100,000 shares of Class 
B stock and 63,893 shares of Class A stock of 
American President Lines and also for the formal 
release by your Commission of option to purchase 
51,533 shares of Class A stock of the Company. All 
of these stocks were obtained by your Commission 
(pursuant to an agreement dated August 15th, 1938, 
as amended by supplementary agreement of August 
19th, 1938) without adequate consideration. 

Due consideration and study have been given to 
Commissioner Truitt’s Report adopted September 
27th, 1938, relative to the causes of the financial 
difficulties of the Dollar Lines. 


vs. Emory S. Land, et al 1487 

To the end that the best interests of the Ameri¬ 
can Merchant Marine and the national defense will 
be served, appropriate provisions would be made 
in connection with the requested return of said 
shares and the release of said option, as follows: 

1. Title to stock will be vested in mutually ac¬ 
ceptable trustees for a reasonable period of time; 

2. There will be furnished to the Company, in 
form and in amount to be mutually agreed upon 
sufficient working capital for the Company’s pur¬ 
poses and the maintenance of routes essential to the 
national defense; 

3. Company will acquire use of the Dollar name 
and flag, which in view of the outstanding reputa¬ 
tion thereof in the Far East will be of inestimable 
value to the Company. 

In the present national emergency, as found by 
the President of the United States, every effort 
should be made to the strengthening of our Mer¬ 
chant Marine. That the Dollar name and flag are 
essentially important to the United States in its 
trade and relations in the Far East and round the 
world, I am sure that your Commission recognize. 

The former stockholders of American President 
Lines and their counsel are convinced and here as¬ 
sert that notwithstanding the opinion of General 
Counsel Geaslin of July 20th, 1938, the Commission 
had no sound authority to acquire and has no sound 
legal right to retain or own the stocks mentioned 
above, especially so in view of the failure to pay my 
clients fully and adequately therefor. 
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I will be glad to meet you for full discussion of 
this matter at your convenience, and looking to an 
amicable and just conclusion of this matter, I am 
Very truly yours, 

/s/ J. H. ROSENBAUM, 

Attorney for R. Stanley Dollar. 


[Defendants’ Exhibit 5 reads as follows:] 

[R. Stanley Dollar Letterhead] 

Via Air Mail 

December Thirty-first, 
1940 

Messrs. L. N. Rosenbaum & Son 
565 Fifth Avenue 
New York, N. Y. 

Gentlemen: 

Your letter of December 23rd makes it necessary 
to repeat that my letter to you of November 28th 
states the conditions upon which the payment en¬ 
closed was transmitted and accepted by you and 
that these are the only conditions which could 
govern any understanding between us. Once more I 
repeat that no other understanding was ever made 
between us. 

Since receiving your last letter I am advised that 
Mr. Henry F. Grady has been elected President of 
American President Lines under a contract which I 
understand is to run for a period of five years. It, 
therefore, seems apparent that there is no present 
prospect of a successful conclusion to Mr. J. H. 
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Rosenbaum’s negotiations on my behalf. Any financ¬ 
ing in connection with Mr. J. H. Rosenbaum’s 
negotiations is necessarily conditioned upon the re¬ 
turn of the stock in question to its former owners. 
Consequently, there seems no justification at this 
time of my going to New York, as you request in 
your wire of December 27th. In this connection, I 
refer you to my letter of December 19th, 1940. I 
see no reason to change the position described 
therein. 

With best wishes for the New Year, 

Yours very truly, 

/s/ R. STANLEY DOLLAR. 

cc—Mr. J. H. Rosenbaum. 


[Defendants’ Exhibit 7 reads in part as follows:] 
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* * * * * 

Mr. Siegel: If Your Honor please, at the [1202] 
time we offered the evidence with regard to the 
letter of L. N. Rosenbaum, Defendants’ Exhibit 5, 
Your Honor asked whether I would identify Mr. 
Rosenbaum, and I said I would, as the person who 
was to conduct, on behalf of Mr. Dollar, the finan¬ 
cial negotiations referred to in the letter of Mr. J. H. 
Rosenbaum. 

And I offer in evidence, merely for the purpose 
of identifying L. N. Rosebaum, copy of a telegram 
from R. Stanley Dollar to L. N. Rosenbaum, the 
last sentence only of which is material. 

The Court: I think I asked Mr. Harrison who Mr. 
Rosenbaum was, and I think he said he was a finan¬ 
cial man in New York. 

Mr. Siegel: That is correct, Your Honor. And I 
wanted to establish his authority to act on behalf 
of Mr. Dollar. 

Mr. Harrison: If Your Honor please, this docu¬ 
ment now offered in evidence is one of the most 
amazing things I have seen. Here is a document 
coming from the possession of counsel for the de¬ 
fendants, and which contains no reference to the 
United States Maritime Commission, no definition 
of authority whatever; and I submit it is wholly 
incompetent, irrelevant, and immaterial, 

Mr. Siegel: Mr. Harrison’s point is technically 
well taken. I have heretofore not raised the [1203] 
objection, in the proof, to the offer concerning the 
sending of letters not otherwise in the stipulation. 
But if he wants proof of this letter in the hands 
of Mr. Dollar, we can do so. These letters were 
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taken from the files of Mr. Rosenbaum. But if Mr. 
Harrison wishes to raise the technical objection to 
the offer, he is within his rights. 

The Court: Apart from the objection, and Mr. 
Harrison’s being within his rights making it, what 
is the nature of the proffer, and what do you expect 
to show or to prove by that proffer? 

Mr. Siegel: In the letter of J. H. Rosenbaum, of 
September 11, 1940, if Your Honor please, Mr. 
Rosenbaum initiated some negotiations with the 
Maritime Commission to secure the return of this 
stock, acting on behalf of Mr. Dollar, at a time 
when the debt which they alleged the stock was to 
secure had not been repaid, and at which time the 
only possible theory of the transaction was that the 
transaction was intended to be a transfer of owner¬ 
ship and, as such, was illegal. 

In that letter, if Your Honor please, reference 
is made to certain financial negotiations or pro¬ 
visions which were to be made by Mr. Dollar to 
provide working capital, in the event the Commis¬ 
sion were agreeable to the suggestion made in Mr. 
J. H. Rosenbaum’s letter of September 11, 1940. 

Mr. L. N. Rosenbaum, I seek to identify as the 
person who was acting for Mr. Dollar in [1204] 
that respect, and that was the reason Mr. Dollar 
wrote to Mr. L. N. Rosenbaum in the letter which 
is in evidence, Defendants’ Exhibit 5. And I merely 
now seek to identify that gentleman, in accordance 
with Your Honor’s suggestion at the time the letter 
was offered. 

The Court: He has already been identified. 

Mr. Siegel: Not as acting on behalf of Mr. Dol¬ 
lar, if Your Honor please. 
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The Court: But he has been identified as Mr. 
L. N. Rosenbaum, of New York, a financier. 

Mr. Siegel: That is correct. We further expect, 
I may say, later in the case, to offer proof there 
was an exchange of letters between L. N. Rosen¬ 
baum, and Admiral Land, which we will claim, also, 
was an admission that the transaction— 

The Court: If that becomes material. But, as it 

stands now, the objection is sustained. 

* * * * * 

Mr. Siegel: I now offer in evidence, if [1205] 
Your Honor please, paragraphs 13 and 14 of article 
8 of the stipulation, appearing on page 75, at line 
13. 

If Your Honor please, I am advised by Mr. West 
that paragraph 14 is already in. Paragraph 13 
reads: 

“13. None of the plaintiffs or their predecessors 
in interest ever made any inquiry of American 
President Lines, Ltd., or American Trust Company, 
or the Collector of Customs, concerning payment of 
the notes or indebtedness. 7 7 

That paragraph, of course, refers to the notes 
and indebtedness described in the preceding para¬ 
graphs, which are the debts for which this stock 
was, according to the theory of the plaintiffs, 
pledged. 

Paragraph 14, which is in evidence, states in the 
first line—and I merely wish to call Your Honor's 
attention to one word in it— 

“In July, 1945, plaintiffs first inquired of the 
United States Maritime Commission concerning the 
status of the debt 77 — 
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Mr. Siegel: [1206] 

I now offer in evidence paragraph D-2 of article 
2 of the stipulation, page 7: 

“2. Plaintiffs Dollar of California will produce 
at the trial of this ease its original minute books. 
The minutes of the meetings of the Board of 
Directors and the stockholders may be taken as 
evidence that all proceedings before, and action by, 
the board and the stockholders as stated therein 
occurred, and that all remarks and statements re¬ 
corded in said minutes as having been made in said 
meetings were in fact made and said by the persons 
to whom they are attributed therein.” 

And I now ask counsel if they will produce the 
minutes of stockholders’ meeting of February 14, 
1939. And the item to which I refer is, according 
to the photostat I have, on page 169 of the minutes 

of Dollar of California, which is a balance sheet. 

* * * * * 

Mr. Siegel: I now offer as foundation for my 
next offer [1207] of proof, paragraph 17 of article 
16 of the stipulation, appearing on page 107, line 
13: 

“13. A draft of Document IY-C of Exhibit F 
attached to the Answer of Defendants was pre¬ 
pared by Mr. Goertner, attorney for and represen¬ 
tative of the United States Maritime Commission, 
acting on the instructions of Mr. Paul D. Page, 
attorney in fact for the Commission, and sent by 
him to Mr. Ferguson a few days prior to October 
26, 1938. Mr. Ferguson asked permission to retain 
it for the opportunity of making changes. On Octo- 
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ber 26, 1938, before delivery of American Trust 
Company of Document 3TI-E of Exhibit P of de¬ 
fendants’ Answer, Mr. Goertner, acting on Mr. 
Page’s instructions, asked Mr. Ferguson for the 
opinion, stating that “We would not clear the trans¬ 
fer of the Class ‘B’ shares to the Commission unless 
we had his (Mr. Ferguson’s) opinion covering the 
validity of this transaction and the title to [1208] 
all Class ‘B’ stock.” Mr. Ferguson then, on October 
26, 1938, wrote and gave to said Mr. Paul D. Page 
a letter, of which Document 6-10 is a true copy, 
and later on the same day, and before the delivery 
of said Document III-E of Exhibit F, transmitted 
to Mr. Page the original of Document IV-C of 
Exhibit F attached to defendants’ Answer herein.” 

Mr. Siegel (continuing): I now offer in evidence 
as the defendants’ exhibit next in order, document 
16-10 (handing the document to the deputy clerk). 

The Deputy Clerk: Defendants’ Exhibit 26. 

Mr. Siegel: And I wish to read from it only 
the last paragraph, Your Honor: 

“My opinion with respect to the matters involved, 
with respect to the Agreement respecting adjust¬ 
ment plan of Dollar Steamship Lines Inc., Ltd., has 
been dictated, and is in the process of being typed 
and will be furnished to you during the day.” 

And I now ask Your Honor to receive in evidence 
document 3-E of Exhibit F, to the defendants’ an¬ 
swer, which appears on page 141 of the second 
Blue Book. 

(The letter October 26, 1938, Ferguson to 
Page, heretofore identified as document No. 
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16-10, was accordingly marked and received in 
evidence as Defendants’ Exhibit No. 26.) 

Mr. Siegel: I will not read that document [1209] 
3-E now, but will merely call Your Honor’s atten¬ 
tion to the fact that it is an agreement acknowledg¬ 
ing receipt of various documents the parties are 
entitled to receive. And the sole purpose of the 
offer now is to show that the opinion I am about 
to offer was rendered and delivered before the 
completion of the closing. That document appears 
on page 141 [of the Second Blue Book]. 

May it be indicated in the record that document 
3-E has been received in evidence, Your Honor? 

The Court: Very well. 

Mr. Siegel: I now ask that the Court receive in 
evidence Document IY-C of the second Blue Book, 
which appears on page 157 [of the Second Blue 
Book]. It is designated as an— 

“Opinion dated October_, 1938, by Keith R. 

Ferguson, counsel for certain parties to the Adjust¬ 
ment Plan Agreement delivered to the United States 
Maritime Commission.” 

If Your Honor please, the matters placed in 
evidence place the date of October 26, before the 
closing, and I wish to read the first paragraph: 

“Subject: Acts and proceedings taken in con¬ 
nection with the consummation of the Adjustment 
Plan Agreement executed by the Commission, Dollar 
Steamship Lines Inc., Ltd., et al., dated August 15, 
1938, as modified by Agreement dated August 19, 
1938. 

“In connection with the consummation of [1210] 
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the acts and things required to be done under the 
aforementioned agreements, and with particular ref¬ 
erence to the instruments of transfer, assignments, 
agreements, and other instruments listed below un¬ 
der the heading ‘Documents’ and to be executed by 
the parties thereto including the persons respec¬ 
tively listed below under the heading ‘Parties’, I wish 
to advise that I am counsel for said Parties; that as 
such counsel and with respect to such of the parties 
as are corporations I have supervised or examined 
and I am familiar with the proceedings relating 
to the organization and present status of said cor¬ 
porations, and I have supervised and examined the 
corporate proceedings authorizing the execution of 
said proposed instruments of transfer, assignment, 
agreements, and other instruments. I have also ex¬ 
amined the incorporation papers of said corpora¬ 
tions and all amendments thereto, the by-laws and 
other regulations and the applicable status relating 
to the conduct of their business and execution of 
such instruments. The instruments of transfer, as¬ 
signments, agreements, and other documents to 
which this opinion relates, are as follows.” 

I will not read the remaining part of the para¬ 
graph. It, in sum, merely refers to the stock certifi¬ 
cates submitted in escrow and transferred to the 
Maritime Commission. 

* * * * * 

Mr. Siegel: 

And then I will read, at the very end, para- [1212] 
graph 4: 

“4. The documents referred to in letter subdivi- 
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sions B, C, and E, when executed by the persons 
whose names (and official positions when acting as 
corporate officers or fiduciaries) are listed in sched¬ 
ule A to this opinion letter, and delivered in the case 
of the certificates set forth in subdivisions B [1213] 
and C to the United States Maritime Commission, 
and in the case of the bill of sale listed in subdivision 
E, to Dollar of Delaware, will constitute valid and 
legally enforceable instruments of transfer, and will 
convey to the Commission and to Dollar of Delaware, 
respectively, valid title to the shares of stock and 
the physical property covered by such instruments 
of transfer, free and clear of any liens or encum¬ 
brances whatsoever.” 

If Your Honor please, I wish to call your attention 
to one point with respect to this opinion: The para¬ 
graphs I have just read refer not only to the shares 
of stock but also to the physical property to be con¬ 
veyed by the Robert. Dollar Company to Dollar of 
Delaware, now APL. I do not understand any ques¬ 
tion is raised that the transfer of the physical prop¬ 
erty was intended to be one of ownership. 

Mr. Harrison: We will raise certain contentions 
about it, but I don’t think we need raise them now, 
but should save that for the argument 

Mr. Siegel: I merely wish to point out that the one 
single word was used to describe both the shares and 
the physical property. 

The Court: I assume that the Maritime Commis¬ 
sion has exercised dominion over the physical prop¬ 
erty. 
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Mr. Siegel: Now, as a foundation, if Your [1214] 
Honor please, for the next offer of proof, we offer in 
evidence as the defendants' exhibit next in order, 
Document 2-F-64, which is a minute entry of the 
Maritime Commission for August 19, 1938 (handing 
the document to the deputy clerk). 

I wish to read from that only the last two para¬ 
graphs on page 2. 

The Deputy Clerk: Defendants’ Exhibit 27. 

(The copy of Maritime Commission minute 
entry August 19, 1938, heretofore identified as 
Document No. 2-F-64, was accordingly marked 
and received in evidence as Defendants’ Exhibit 
No. 27.) 

Mr. Siegel (reading): 

“Dollar Steamship Lines, Inc., Ltd. 

“The Commission entered into a general discus¬ 
sion concerning the Dollar Steamship Lines, Inc., 
Ltd. 

“Mr. Sheehan reentered the meeting at 11:45 A.M. 
and read, for the approval of the Commission, a press 
release in connection with the final negotia- [1215] 
tions between the Commission and the Dollar Steam¬ 
ship Lines, Inc., Ltd. 

“After discussion, by the unanimous ‘yes’ vote of 
the members of the Commission, the release referred 
to above was approved with modifications, and the 
proper officers of the Commission were authorized 
and directed to take any and all actions necessary 
and proper to carry the action of the Co mm issi on as 
above set forth fully into effect.” 
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And I now offer in evidence, and solely for the pur¬ 
pose of showing the understanding of the Commis¬ 
sion on August 19, 1938, Document 2-P-59, and ask 
that it be received in evidence as the defendants’ Ex¬ 
hibit next in order. 

Mr. Harrison: To which we object on the ground 
that the Commission cannot bind the grantors in an 
instrument of transfer by their understanding of the 
intent and purpose of the transfer, unless that intent 
and purpose be communicated to the transferor. 

Mr. Siegel: If Your Honor please, in the evidence 
offered by the plaintiffs, there has heretofore been 
introduced into this case the evidence of intention 
and understanding of Mr. R. Stanley Dollar, the 
proof being documents, I don’t remember the plain¬ 
tiffs' exhibit number, but documents 2-Q-l and 2-Q-2, 
being a telegram to Mr. Cavender and a letter to a 
railroad company dealing with passes, offered [1216] 
to show Mr. Dollar’s state of mind — that, I be¬ 
lieve, being an accurate quotation of the language 
Mr. Harrison used in putting the question to Mr. 
Dollar. And Mr. Harrison having raised the point, 
we have a right to show that on our side. 

The Court: If extrinsic evidence of a character 
is to be offered in the way of interpretation of the 
agreement of August 15, 1938, and the substance of 
the so-called Adjustment Plan agreement, concern¬ 
ing which the Court from time to time has indicated 
it had certain reservations, then certainly what was 
in the mind of the parties is material to the issue. 

(The copy of Maritime Commission release, 
August 19, 1938, heretofore identified as Docu¬ 
ment No. 2-P-59, was accordingly marked and 
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received in evidence as Defendants’ Exhibit No. 

28.) 

Mr. Harrison: May it please the Court, may I ex¬ 
plain my point for just a second on that score? As 
we understand the controversy here, it is one con¬ 
cerning the effect of a conveyance. We believe that 
the state of mind of the transferor at the time the 
transaction was entered into, as evidenced by a docu¬ 
ment which he delivered, not for his own personal 
purpose, but as a part of the rest gestae, was per¬ 
missible to show his then state of mind as a matter of 
intent 

But let us bear in mind that the transferee [1217] 
cannot impart to the transferor an intent in making a 
conveyance, unless the transferor has it in mind at 
the time the transfer is made. And it is for that 
reason we say that statements made by individual 
Commissioners or members of the Commission con¬ 
veying their understanding of the intent the trans¬ 
feror should have had in mind, cannot bind him. 

The Court: That is very true, and I think you are 
misconstruing the effect of my ruling. This evidence, 
as I understand it, is being offered and admitted only 
for the purpose of indicating that at all times, at 
least most certainly at this time, the Maritime Com¬ 
mission regarded the transaction as an out and out 
sale. 

Mr. Siegel: That is correct, Your Honor. 

The Court: And most certainly that cannot bind 
Mr. Dollar. 
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Mr. Siegel: That is correct. We make no claim it 
can bind Mr. Dollar. 

The Court: You follow me, I take it, Mr. Harri¬ 
son? 

Mr. Harrison: I think I do, Your Honor. 

The Court: And it is limited to that effect. 


[Defendants’ Exhibit 28 reads as follows:] 

United States Maritime Commission 
Washington 

Immediate Release August 19, 1938 

The United States Maritime Commission an¬ 
nounced today that it has entered into an agreement 
with the Dollar Steamship Lines Inc., Ltd., under 
which it plans to acquire approximately 90 per cent 
of the company’s voting stock. 

Upon successful completion of the plan operations 
generally would remain in company hands. 

The agreement covering the adjustment antici¬ 
pates continuance of uninterrupted service and em¬ 
ployment of both off-shore and on-shore personnel 
w’ould continue and expand, was signed today in San 
Francisco by Reginald S. Laughlin, acting as special 
counsel for the commission, and a group of 13 cor¬ 
porations and individuals representing Dollar in¬ 
terests. 

Terms of the agreement are contingent upon sub¬ 
sequent granting of a five-year operating differential 
subsidy which, as being worked out by commission 
experts, may be expected to run to approximately 
$3,000,000 per year; granting of a loan of not less 
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than $1,500,000 from commission funds for repairing 
and rehabilitating the company’s fleet of 12 vessels, 
only four of which are now in operation; granting of 
a loan of approximately $2,500,000 to the company 
by the Reconstruction Finance Corporation to pro¬ 
vide working capital which at present is practically 
exhausted. 

Responsibility for meeting R.F.C. loan require- 
ments rests solely upon the company and the com¬ 
mission, under the plan, would continue to hold about 
$7,000,000 of mortgages on the company’s ships in 
addition to mortgages to be acquired under the repair 
loan plan. 

Assuming that the above terms are met with, the 
agreement signed on the West Coast today will pro¬ 
vide: 

1. Transfer to the commission of absolute title to 
all Class B stock (2,100,000 shares); title to 63,893 
shares of Class A stock. In addition, the commission 
would acquire voting rights and other interests, sub¬ 
ject to existing pledges, in another block of 51,533 
shares of Class A stock, of which 252,000 shares are 
outstanding. 

This arrangement leaves 136,574 shares of Class 
A outside commission control as well as 34,243 shares 
of preferred. 

2. Termination of the management agreement un¬ 
der which Robert Dollar Company has acted as man¬ 
aging agent of Dollar Steamship Lines, Inc., Ltd., in 
this and other countries. Dollar Steamship Lines 
would acquire all leases, furniture, fixtures, equip- 
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ment and automobiles used by Robert Dollar Com¬ 
pany throughout the world in its capacity as man¬ 
aging agent. Dollar Steamship would also take over 
such personnel of the Robert Dollar Company as has 
been engaged in the managing agent activities. This 
proposal results in consolidation of operating and 
management activities with consequent anticipated 
increase in efficiency and substantial reduction in 
costs. 

3. Termination within six months after the date of 
the agreement of the rights of Dollar of Delaware 
to the use of the name “Dollar,” and all use of the 
Dollar flag and insignia. 

4. Release of R. Stanley Dollar and certain of the 
so-called Dollar Companies from liability under vari¬ 
ous guarantees they previously have given upon notes 
secured by ship mortgages upon the Dollar fleet. This 
action is taken in consideration of transfer of their 
voting stock to the commission. 

5. Readjustments and extensions are contemplated 
in the maturity of various obligations owed the com¬ 
mission, the Anglo California National Bank, which 
is a creditor to the extent of approximately $2,050,- 
000, and certain Dollar companies. 

Commenting upon the adjustment plan and agree¬ 
ment today Chairman Emory S. Land said: 

“The Dollar situation has been a matter of con¬ 
siderable anxiety to the commission for many months. 
The commission insists upon maintenance and effici¬ 
ent servicing of the vital trade routes covered by the 
Dollar Lines. They are of outstanding importance to 
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our foreign trade and to our national defense. The 
commission, therefore, has explored conscientiously 
possibilities of a solution and has agreed to the ad¬ 
justment plan signed today with the idea of prevent¬ 
ing interruption of service and employment, such as 
would occur were the line to go into bankruptcy and 
follow the usual course of such procedure. 

“The commission, it should be emphasized, has as¬ 
sumed no obligation to grant any loans or subsidies 
until satisfactory applications, meeting all require¬ 
ments of the law, have been made by the company. 
Neither has it assumed any duty or obligation, direct 
or indirect, to pay any of the company’s indebted¬ 
ness, discharge any of its obligations, or even to hold 
any of the stock it has agreed to acquire upon satis¬ 
factory compliance by the company with the terms 
of the plan. 

“The commission sincerely hopes that the proceed¬ 
ings required to carry through the agreement signed 
today will be promptly and satisfactorily completed. 
Under such circumstances it is anticipated that it 
may be possible to develop these lines into a sound 
unit of the American Merchant Marine.” 

Chairman Land said that “the service rendered 
by the Dollar company has depreciated until at pres¬ 
ent only four of the twelve ships of the fleet are in 
operations, and only one of these in passenger serv¬ 
ice, the others being used in freight transportation.” 

Under the adjustment plan, the commission ex¬ 
pects to have the twelve ships of the fleet put in 
sound condition and back onto trade routes that 
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touch ports in California, Japan, China, the Philip¬ 
pines, via Hawaii, and, also in around-the-world 
service, ports in the Straits Settlements, Ceylon, 
India, Suez Canal, Egypt, Gibraltar, Italy, France in 
the Mediterranean, New York, Havana, Dutch East 
Indies and the Panama Canal. 

Months of study, discussion and negotiation lie 
behind the action taken by the commission and Dollar 
interests today on the Coast In January, the com¬ 
pany’s financial position, consistently weakening, ne¬ 
cessitated certain immediate adjustments. To give 
the commission further opportunity to consider the 
problem, a temporary six-months operating subsidy 
was granted. Negotiations were undertaken during 
this period looking to the possibility of a long-term 
subsidy based upon sweeping reforms in the com¬ 
pany’s financial structure. However, the unwilling¬ 
ness or inability of various Dollar interests to pro¬ 
vide the commission necessary guarantees and assur¬ 
ances, halted progress along this line. 

After repeated rejections of commission offers, the 
company’s increasingly dangerous financial condi¬ 
tion made bankruptcy, foreclosure of ships’ mort¬ 
gages, and interruption of service and employment 
appear inevitable. The commission again pressed ne¬ 
gotiations and the adjustment plan signed today was 
worked out. 

Mr. Herbert Fleishhacker, who holds substantial 
interests in the Dollar Companies, was unable to 
sign the agreement because of legal difficulties which 
made it impossible for him to transfer his stock to 
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the commission. However, his failure to sign in no 
way affects the validity of the agreement. 

Those signing, aside from the commission, were: 

Dollar Steamship Lines, Inc., Ltd.; Dollar Steam¬ 
ship Line; The Robert Dollar Company; Admiral 
Oriental Line; Pacific Lighterage Corporation; 
Olympic Refining Co.; Dollar Wharf & Warehouse 
Co.; R. Stanley Dollar; Keith R. Ferguson and Rob¬ 
ert Dollar II, as executors of the estate of John Har¬ 
old Dollar; H. M. Lorber; The Anglo California Na¬ 
tional Bank of San Francisco; and Mortimer Fleish- 
hacker. 


***** 

t 

The Court: That is merely the viewpoint of the 
Commission as to what would be the result of the 
transaction executed on that day on the West Coast. 

Mr. Siegel: Precisely, your Honor, and that is 
all it was offered for. At a later date we will offer to 
prove that a copy of this instrument was sent to Mr. 
Dollar and that further in that form and in other 
forms he saw the text of it and was put on notice 

that the Commission so claimed. 

* * * * * 

Mr. Siegel: If the Court please, if I re- [1219] 
member correctly, when the Court recessed for lunch 
we had just offered in evidence the press release of 
the Maritime Commission of August 19, 1938, and I 
had previously requested counsel to produce certain 
stockholders minutes of Dollar of California. Coun¬ 
sel has produced them, and I offer in evidence, from 
the minutes of the annual meeting of stockholders of 
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the Dollar Steamship Lines, that is, Dollar of Cali¬ 
fornia, for February 14, 1938, the following: 

“The balance sheet of the company was then pre¬ 
sented, and upon motion of Mr. M. Thompson, sec¬ 
onded by Mr. John G. Mitchell, it was resolved: 

“That the balance sheet as prepared be approved 
and accepted as the balance sheet of the company as 
of December 31,1937.” 

If the Court please, we have previously, with the 
permission of counsel, made a photostatic copy of 
the balance sheet in question, and I offer it in evi¬ 
dence as the defendants’ exhibit next in order (hand¬ 
ing the copy of Dollar Steamship Line balance sheet, 
December 31,1937, to the Deputy Clerk.) 

The Deputy Clerk: Defendants’ Exhibit [1220] 
29. 

(The copy of Dollar Steamship Line balance 
sheet, December 31, 1937, was accordingly 
marked and received in evidence as Defendants’ 
Exhibit No. 29.) 
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